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When  Doug  Meagher,  general  manager  of 
the  airline’s  integrated  revenue  information 
systems,  needed  a  streamlined  interface 
between  multiple  data  systems,  he  called 
DMR  Consulting,  a  Fujitsu  company.  Together 
they’ve  developed  a  sophisticated  data 
repository  to  simplify  revenue  information 
distribution.  So  36  internal  customer 
groups  will  have  faster,  more  reliable 
access  to  crucial  data.  And  Qantas  will 
have  the  information  needed  to  make  critical 
decisions  for  airline  success.  Get  the  whole 
story  at  us.fujitsu.com/casestudy/.  You'll 
discover  that  when  you  partner  with  a 
company  that  has  60,000  service  and 
support  professionals  worldwide,  you  can 


THIS  IS  THE  AIRLINE  BUSINESS. 


QANTAS 


FUJITSU 

BUSINESS 

CONSULTING 


AND  I  CAN  MAKE  ANYTHING  FLY 


FujlTSU 


THE  POSSIBILITIES  ARE  INFINITE 


www.fujitsu.com 


What’s  my  job  description? 
Create  the  architecture  to 
replace  18  separate  legacy 
systems  with  one  integrated 
solution  for  Qantas  so  36 
downstream  customers 
can  access  information 
faster.  Can  I  do  all  that? 
Definitely.  Because... 
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CAN  MAKE  ANYTHING  FLY 
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by  RIM.  BlackBerry,  the  BlackBerry  logo,  the  "envelope  in  motion” 
symbol,  RIM,  the  RIM  Wireless  Handheld  family  of  marks  and 
the  RIM  logo  are  trademarks  or  registered  trademarks  of  RIM. 


In  a  cab.  At  the  airport.  Or  in  the  office.  Today,  productivity  is  all  about  doing  business  wherever  it 
takes  you.  And  that’s  the  real  beauty  of  BlackBerry.™  Simply  put,  it’s  the  best  wireless  way  to  stay 
connected  and  manage  your  inbox  on  the  go.  Engineered  to  meet  your  strict  corporate  security 
standards,  BlackBerry  is  the  only  complete  solution  that  includes  powerful  wireless  handhelds, 
enterprise  server  software,  nationwide  coverage  and  advanced  Triple  DES  encryption  technology. 
No  wonder  everyone’s  hailing  BlackBerry  as  the  new  corporate  standard  for  wireless  email. 


WWW.BLACKBERRY.NET 

INFO@BLACKBERRY.NET 

BLACKBERRY 

WIRELESS  EMAIL  SOLUTION 
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The  writing's  on  the  wall.  Collaboration  is  the  key  to  profitability  in  the  New  Economy.  Enterprises  must  share 
information  and  processes  with  the  outside  world.  It's  time  to  harness  the  power  of  your  partners,  vendors,  customers 
and  employees  to  boost  efficiencies,  build  value  and  achieve  competitive  advantage.  But  to  truly  collaborate,  you  need 
freedom  of  choice.  That’s  what  we  offer  at  j.D.  Edwards.  We  provide  the  only  enterprise-wide  foundation  that  gives  you 
the  freedom  to  choose  the  best  solutions.  So  you  can  run  with  any  idea.  Connect  with  any  business  partner.  Plug  in  any 
application.  And  transform  enterprise  software  from  a  constraining  liability  into  a  liberating  asset.  Isn’t  freedom  amazing? 
To  collaborate  and  thrive,  visit  www.jdedwards.com/freedom, 

THE  FREEDOM  TO  CHOOSE.  THE  POWER  TO  SHARE: 


Cover  Story 

Everyone  thought  e-commerce  was 
going  to  be  easy.  Everyone  was  wrong. 

E-commerce  is  hard.  But  not  impossible. 

Look  no  further  than  Barnesandnoble.com. 

After  stumbling  out  of  the  gate,  it  has 
learned  to  use  its  greatest  asset — its  chain  of 


stores — to  claw  back  into  the  online  game. 
And  in  the  second  part  of  our  report,  we  look 
at  companies  that  are  turning  profits  on 
the  Web.  Special  Report  by  Susannah  Patton 

Barnesandnoble.com  Fights  Back 
What  Works  on  the  Web 


BL  “The  current 

downturn  and  lack  of 
favor  of  e-commerce  shouldn’t 
prevent  companies  from 
developing  e-commerce  channels.” 

-STEPHEN  RIGGIO,  VICE  CHAIRMAN 
OF  BARNESANDNOBLE.COM 


Features 


Next  Stop:  Centralization 

I.T.  ORGANIZATIONAL  MODELS  It  was  in,  it  was  out, 
and  now  it’s  back  and  better  than  before.  Is  it  time  for 
your  company  to  get  on  board?  By  Eric  Berkman 

“Its  really  difficult  to 
be  a  strong  female 
manager  in  IT.  You’re 
expected  to  act  differently 

from  men.”  -Nancy  Ingalls,  Page  114 


98  CRM  Made  Simple  104 

CUSTOMER  RELATIONSHIP  MANAGEMENT  Three  companies 
zero  in  on  exactly  what  they  need  from  CRM — and  then 
make  it  happen.  By  Stewart  Deck 

Why  IT  Hates  Women  (and  the 
Women  Who  Stay  Anyway)  114 

CAREER  MANAGEMENT  Women  climbing  the  IT  ladder 
have  to  surmount  not  only  gender  bias  but  a  work  environ¬ 
ment  that  is  tough  on  the  family.  Here  are  the  stories  of 
three  women  who  won’t  quit.  By  Lauren  Gibbons  Paul 
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Managing  a  network 
that  changes  constantly 
and  grows  in  complexity 
and  importance  is  a 
monstrous  challenge. 

If  you  don't  take  charge 
of  your  network  s  per¬ 
formance,  its  problems 
will  affect  the  business 
-  and  control  your  life. 
You  need  a  system  that 
shows  you  how  your 
network  is  performing 
and  leverages  your 
current  resources. 
NetScout's  nGenius™ 
Performance 
Management  System 
monitors  network 
performance  in  real  time 
and  from  end  to  end. 

You  can  observe  and 
ct  network 
behavior,  avoid  slow¬ 
downs,  and  demonstrate 
the  network  s  return  on 
investment.  With  over 
3,000  installations 
worldwide,  NetScout 
has  the  experience  to 
help  you  take  charge 
your  network  -  and 
life. 
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Let's  hear  it  for  the  1928  nickel  and  its 
49,000%  R.O.  I. 


*  LEGAL  XOTE:  IBM,  the  e-business  logo  and  other  marks  designated  ®  or  ™  are  trademarks  of  International 


(e)  business  infrastructure 


R.O.  I. 


RETURN  ON  INVESTMENT  OR  REALLY 
OUTSTANDING  INFRASTRUCTURE? 


BUSINESS.  It  s  all  about  return  on 
investment.  Think  about  it.  There’s  a 
finite  amount  of  money  available.  If  it 
runs  out,  game  over.  And  if  you  make  a 
sizable  IT  investment  in  your  company, 
you’ll  want  to  see  a  return. 

But  where’s  the  “sweet  spot"’?  What’s 
the  optimal  investment?  Under  invest  and 
you  run  the  risk  that  your  infrastructure 
(the  hardware,  software  and  services 
underlying  your  business)  won’t  be  able 
to  manage  demand.  Over  invest  and  you 
waste  capital.  Wads  of  it.  You  need  help 
striking  that  magic  balance  and  finding 
the  optimal  investment  to  help  your 
business  prosper. 

Of  course,  you  can  attain  convincing 
returns  by  simply  cutting  costs.  But,  then 
again,  you  could  deploy  our  Return  on 
Web  Investment  (ROWI)  methods  to 


provide  a  framework  for  evaluating  your 
investments.  Designed  by  IBM  Global 
Services,  they  make  measuring  intangibles 
possible  and  help  thousands  of  companies 
tackle  difficult  infrastructure  investment 
questions  every  day. 

Will  moving  a  segment  of  your  business 
online  impact  sales?  Will  streamlining 
your  investments  allow  your  company  to 
implement  processes  faster?  ROWI  can 
provide  the  answers. 

So  whatever  your  individual  needs, 
IBM,  together  with  our  Business  Partners, 
will  help  you  balance  your  spending  and 
find  black  ink  sooner  than  you  think.  For 
more  information,  call  800  426  7080  (ask 
for  invest)  or  visit  ibm.com/e-business/roi 
for  our  latest  white  paper,  to  help  you 
determine  the  ideal  way  to  finance  your 
e-business  infrastructure. 


Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©2001  IBM  Corporation.  All  rights  reserved. 
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The  forecast  calls  for  a  continuing  blizzard  of  information. Cut  through 
the  confusion  with  Customer  Relationship  Management  from  EDS. 
Our  suite  of  secure  and  private  digital  CRM  services  Keeps  you 
focused  on  your  customers,  identifying  them,  presenting  a  unified 
face  to  them,  listening  to  them,  earning  their  trust  and  loyalty. 
To  learn  more  about  managing  the  complexities  of  the  digital 
economy,  call  800-435-1222  or  visit  www.eds.com/whatwedo. 

©2001.  EDS  is  a  registered  mark  and  EDS  &  Design  and  EOS  Solved  &  Design  are  trademarks  of  Electronic  Data  Systems  Corporation. 


solved* 


Lucky?  That’s  exactly  how  you’ll  feel  if  this  is 
the  challenge  that  finally  leads  you  to  SAS.  We 
can  bring  together  all  of  your  company’s  data, 
regardless  of  source  or  platform.  Whether  it’s 
operational  data,  transactional  data,  Web  data 
-you  name  it-  SAS  can  handle  it.  Without  undue 
strain  on  your  internal  resources.  Plus,  with  the 
analytical  power  of  SAS,  you  can  mine  that  new 
warehouse  of  information  with  uncommon  ease. 
Revealing  insights  into  customer  behavior,  opera¬ 
tional  efficiencies,  even  supplier  relationships. 
Insights  that  can  have  a  profound  impact  on  your 
company’s  agility  and  performance.  Not  to 
mention  your  bottom  line.  To  learn  more,  call 
us  at  800-727-0025.  Or  stop  by  www.sas.com. 


T he  Power  to  Know „ 


sas 


other  SAS  Institute  Inc.  product  or  service  names  are  registered 


trademarks  or  trademarks  of  SAS  Institute 


Inc.  in  the  USA  and  other  countries.  ®  indicates  USA  registration.  ©  2001  SAS  Institute  Inc, 
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5  days,  5  columns 


MONDAY  Tech  Tact:  New  Tools  for  New  Jobs  Technology  Editor 
Christopher  Lindquist  on  what’s  coming  and  what 
it’s  good  for.  www.cio.com/online/techtact 
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TUESDAY  CIO  Radio 

Listen  in  as  Web  Writer  Danielle  Dunne  talks  with 
notable,  quotable  experts  on  critical  IT  issues. 

www.cio.com/radio 


WEDNESDAY  Metrics 

Web  Writer  Jon  Surmacz  finds  the  industry 
numbers  that  matter  from  the  country’s  most 
reputable  analysts,  www.cio.com/metrics 

THURSDAY  Sound  Off 

For  opinion  on  managerial,  political  and 

ethical  dilemmas  that  confront  CIOs  daily,  read 
Executive  Web  Editor  Martha  Heller’s  column 
and  join  the  debate,  comment.cio.com 

FRIDAY  The  35  Cent  Consultant 

Questions  about  strategy?  Staffing?  Integration? 
Executive  Editor  Derek  Slater  gives  readers  advice 
that’s  worth  every  penny,  www.cio.com/35cent 

L  J !  I  Jl  J  Ik  rnTBHHHHI 

Three  new  newsletters  join  our  stable  of  popular  e-mail  bulletins. 

•  CIO  Enterprise  covers  the  IT  heavy-hitters  CRM,  ERP  and  SCM. 

•  Leadership  and  Management  gives  you  the  inside  scoop  on  alignment, 
staffing  and  being  an  executive. 

•  Opinion  delivers  the  latest  thoughts  from  columnists  such  as  Sound 
Off’s  Martha  Heller  and  Accenture’s  Tom  Davenport. 

Sign  up  at  www.cio.com/newsletters. 


Are  You  Sure  You  Want  to  Save  That? 

INFORMATION  MANAGEMENT  At  most  companies,  managing  electronic 
records  means  backing  up  everything  in  case  disaster  strikes.  But  that 
can  get  you  in  trouble,  too,  if  you  don't  know  what  you’re  saving  and  why. 
www.cio.com/printlinks 


WHAT  WERE  YOU  THINKING? 

Each  month,  Research  Editor  Lorraine 
Cosgrove  Ware  publishes  CIO  Research 
Reports  presenting  highlights  from 
industry  surveys  covering  such  topics 
as  alignment,  IT  spending  and  staffing 
www2.cio.com/research. 

What  are  your  online  customer 
service  experiences?  Are  they  better 
or  worse  offline?  Take  the  “Online 
Shopping  and  Customer  Service”  survey 
in  the  Cyber  Behavior  Research  Center 
www.cio.com/behavior. 

For  weekly  updates  on  where  your 
colleagues  stand  on  news  and  topics, 
check  out  CIO  Quick  Poll  www.cio.com. 

WHERE  TO  GET  THE  ANSWERS 

Having  a  little  trouble  with  your  current 
big  project  implementation? 

Ask  the  Expert.  Through  the  end  of 
September,  Link  Parikh,  president  of 
Parikh  Advanced  Systems,  will  be  on 
hand  to  discuss  why  IT  projects  fail. 
www.cio.com/expert 

WHERE  TO  FORM  YOUR 
OWN  OPINIONS 

Our  22  Research  Centers  are 
compiled  and  reported  by  CIO 
editors,  so  you  know  you’re  getting 
the  latest  and  most  trusted  information. 
Several  research  centers  have  recently 
undergone  face-lifts,  so  be  sure  to  check 
them  out:  CRM  ( www.cio.com/crm ), 
Knowledge  Management 
( www.cio.com/knowledge )  and 
Wireless  ( www . cio. com/wireless). 

WHAT  THE  ANALYSTS  THINK 

Get  the  inside  story  in  Analyst  Corner. 
Read  Giga  Information  Group  on 
security,  Meta  Group  on  budget  cuts, 

IDC  on  e-marketplaces  and  much  more. 
www.cio.com/analyst. 
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Can  you  afford  to  guess  which  projects  will  provide  the  most  value  to 
your  company? 

Primavera  Team  Play®  lets  you  confidently  pick  your  clear  project  winners. 

Wrap  your  arms  around  all  of  your  projects  using  Primavera  Team  Play  from  Primavera  Systems-  the  worlds 
leading  developer  of  project  management  software.  Primavera  TeamPlay  provides  the  easiest  way  to  track  and 
prioritize  all  of  your  projects  to  improve  execution  and  predictability.  You’ll  be  able  to  respond  quickly  to  market 
changes  and  choose  the  projects  that  match  best  with  your  business  goals. 

Primavera  TeamPlay  has  already  helped  thousands  of  project-driven  companies  in  the  financial  services,  banking, 
corporate  IT  and  software  development  industries  to  select  and  execute  the  correct  projects  with  confidence. 
Let  Primavera  TeamPlay  make  you  a  winner-  by  eliminating  the  guesswork. 

Call  1.800.423.0245  or  visit  us  at  www.primavera.com/ci2. 

<£> 

■h  PRIMAVERA 

TeamPlay 


Visit  us  at  www.primavera.com/events  to  learn  about  our  free  online  seminars. 
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WHICH  IS  WHY 
we  just  call  it 
BLACK  ROCKET: 


Don't  let  the  catchy  name  fool  you. 
Genuity's  Black  Rocket  is  a  revolu¬ 
tionary  eBusiness  Network  Platform 
that  combines  critical  network 
services  with  our  own  high-speed, 
Tier  1 ,  fiber-optic  global 
network  into  a  single, 
secure,  scalable  founda¬ 
tion  on  which  to  run  your 
applications.  It  integrates 
Managed  Hosting,  Access, 

Transport  and  Security  in  one 
ready-to-launch  package. 

Reducing  the  complexity, 
time  and  cost  of  building 
and  deploying  your  eBusiness. 

But  if  you  checked  out  the 
schematic  to  the  left,  you  already 
know  that. 

Genuity's  Black  Rocket  also 
gives  you  single-source  accounta¬ 
bility.  Once  your  eBusiness  is  up 
and  running,  Black  Rocket  provides 
a  secure,  managed  and  resilient 


environment  with  24/7  technical 
support  and  proactive  monitoring  in 
Genuity's  state-of-the-art  Network 
Operations  Center.  All  backed  by  a 
comprehensive  Service  Level  Agree¬ 
ment  assuring  uptime. 

Of  course,  there  are 
some  things  you  can't  see 
in  a  schematic.  Like  our 
"Rocket  Engineers"  who 
can  provide  a  strategic 
plan  for  launching  your 
eBusiness  initiatives,  so 
that  your  project  runs 
smoothly  from  the  start. 
And  by  partnering  with  industry 
powerhouses  for  best-of-breed 
applications,  systems  integration 
and  technologies,  Genuity  can 
deliver  turnkey  managed  solutions 
to  meet  your  needs. 

Put  this  kind  of  thinking  to  work 
on  your  eBusiness.  Visit  genuity.com/ 
blackrocket  or  call  1 -800-GEN UITY. 


Black  Rocker 
is  Genuity's 
eBusiness 
Network  Platform. 


A  BRIEF 
HISTORY 


In  1969,  BBN 
was  hired  by  the  U.S. 

government  to 
develop  the  ARPAnet, 
the  forerunner 
of  the  Internet. 


qb 

INTERNETWORKING 

In  1 997,  BBN  was 
acquired  by  GTE,  the 
company  that  created 
our  high-speed, 

1 7,500-mile,  Tier  1 , 
fiber-optic  network. 

GENUITY 

In  2000,  GTE 
Internetworking  became 
an  independent 
company,  renaming 
itself  Genuity. 
Today,  we  offer  a  vast 
array  of  managed 
Internet  services, 
including  Black  Rocket. 


GENUiTY 


From  the  Editor 


Do  you  think  this  IT 
centralization  model  makes 
any  sense?  E-mail  us  at 

letters@cio.com. 


Stay  Out  of 
the  Pool 


GETTING  I.T.  STAFFERS  to  understand  and 
appreciate  the  business  they  serve  has  been  a  vexing 
problem  for  years.  CIOs  knock  themselves  out  try¬ 
ing  to  overcome  the  mental  block  that  somehow 
prevents  IT  professionals  from  grasping  the  prod¬ 
ucts,  processes  and  customers  of  the  organization 
that  employs  them.  Now  a  trend  is  emerging  that 
could  make  this  task  even  harder — the  move 
toward  centralization  of  IT  staff  in  so-called  cen¬ 
ters  of  excellence  (see  “Next  Stop:  Centralization,” 
Page  98). 

More  and  more  companies  are  pulling  IT  staff 
out  of  the  business  unit  where  they’ve  been 
assigned,  and  placing  them  in  specialized  business 
process  or  skill  set  groupings,  to  be  called  out  to 
serve  on  project  teams  wherever  needed  in  the 
enterprise.  Think  about  the  1950s  cliche  of  ladies  in 
the  office  typing  pool.  Need  a  typing  specialist  for 
the  month?  We’ll  send  Jane  right  over. 

This  organizational  model  is  supposed  to 
increase  the  efficiency  of  projects.  The  problem  is, 
nobody  in  any  centralized  IT  pool  is  going  to 
understand  the  business  group  they  serve  nearly  as 
well  as  if  they  were  permanently  part  of  that  unit. 

Advocates  of  this  model  take  comfort  in  the  fact 
that  project  teams  are  staffed  with  both  business  and 
IT  representatives,  who  will  presumably  work 
shoulder  to  shoulder  and  rub  off  on  each  other. 


More  likely  they  will  rub  each  other  the  wrong  way. 
These  people  have  a  hard  time  communicating  as 
it  is;  now  we  expect  them  to  sync  up  without  the 
benefit  of  having  worked  together  over  time. 

Put  the  question  to  the  CIO’s  colleagues — the 
business  unit  and  department  heads.  Whom  do 
they  think  would  be  more  valuable:  A,  the  IT  per¬ 
son  who  is  part  of  their  division  and  knows  their 
processes  and  customers;  or  B,  the  technology  spe¬ 
cialist  lent  by  the  IT  department  to  work  on  their 
project?  You  had  better  believe  they’ll  choose  A. 

And  what  do  CIOs  want?  Centralization  might 
seem  like  the  prudent  thing  to  do  in  hard  economic 
times.  It  can  reduce  your  burden  of  ensuring  best 
practice  sharing.  But  will  it  really  save  money? 
According  to  the  longtime  CIO  author  of  this 
month’s  CIO  Confidential  article  (Page  150),  “The 
pressure  to  recentralize  as  a  means  to  eliminate 
redundancy  is  absolute  nonsense  because  for  every 
dollar  saved,  $2  will  be  spent  (secretly)  in  uncoor¬ 
dinated,  nonstandard,  unsupportable  IT  efforts  in 
the  field.”  And  if  you  go  this  route,  you  may  as  well 
say  good-bye  to  any  chance  of  your  staff’s  truly 
understanding  your  business.  You  can  also  forget 
about  fostering  loyalty  to  the  profit-and-loss  teams 
that  make  up  the  core  of  your  company.  To  me,  this 
center  of  excellence  model  is  tantamount  to  throw¬ 
ing  in  the  towel. 


Deputy  Editor 
pastore@cio.com 
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The  lowest  TCO 


in  the  storage  industry? 
EMC,  FYI. 


We’re  doing  more  than  anyone  else  in  the  industry  to  lower  the 
Total  Cost  of  Ownership  of  storage  infrastructure. 


To  see  actual  case  studies  that  show  how  we’re  accomplishing 
that,  check  out  www.EMC.com/showme 


EMC2 

where  information  lives 
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Haven’t  you  waited 


'Estimated  street  price,  prices  may  vary. 

NEC  is  the  #i  best-selling  flat  panel  monitor  brand  according  to 
data  from  Stanford  Resources.  Inc.  Flat  Panel  Monitrak  Q4  '00. 

MultiSync  is  a  registered  trademark  of  NEC-Mitsubishi 
Electronics  Display  of  America. 

©2001  NEC-Mitsubishi  Electronics  Display  of  America,  Inc. 

All  rights  reserved.  Simulated  image  in  monitor. 


The  best-selling  brand  of  flat  panel  monitors 

now  offers  you  18-inch  viewing  at  around  %ooo: 


If  you  thought  these  NEC  MultiSync®  flat  panel  monitors  were  out  of  your  price 
range,  think  again.  Now,  the  monitors  that  leading  companies  rely  on  to  cut  energy 
costs  are  very  affordable.  Get  great  performance,  space-saving  design  and  reduced 

eyestrain,  too.  See  it.  Believe  it.  Buy  it.  see  move. 


To  find  out  how  to  save  even  more  go  to  www.necflat.com/do 


NEC /MITSUBISHI 

NEC-MITSUBISHI  ELECTRONICS  DISPLAY 
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THE  QUEEN’S  UNIVERSITY  MBA 

There  may  be  an  incorrect  assumption  in  your  article  [“Oh,  the  Places  They’ll  Go,”  found 
exclusively  online  in  the  June  15,  2001,  section  at  www.cio.com/printlinks ].  You  mention, 
“They  [MIT]  were  the  first  MBA  class  anywhere  to  get  their  applications  off  the  Web 
rather  than  in  the  mail.  They  established  a  community  site  on  the  Internet  long  before 
they  set  foot  on  campus.  They  Web-enabled  student  life  with  a  host  of  online  services 
such  as  a  student  photo  directory  and  a  calendar  of  events.” 

I  am  a  participant  in  the  Queen’s  University  MBA  program,  and  we  have  all  of  those 
services  and  more.  Our  classes  are  linked  by  videoconference  and  are  held  in  boardrooms 
across  the  country.  The  system  has  been  the  focus  of  much  attention  by  the  academic 
community  worldwide. 

Queen’s  University  in  Kingston,  Ontario,  has  been  running  this  program  since  1996.  I 
believe  that  MIT’s  Sloan  School  of  Management  and  the  Queen’s  School  of  Business  have 
been  negotiating  a  means  for  Sloan  to  offer  this  program  to  their  students.  Queen’s  also 
offers  a  specialized  science  and  technology  MBA,  the  MBAst. 

Joe  Carrigan  •  Class  of  2002  •  Queen’s  University  School  of  Business  •  joe@metricksystem.com 


cess  to  building  a  bridge  is  a  fundamen¬ 
tally  flawed  comparison.  That  analogy 
is  the  worst  I  have  ever  heard. 

Proponents  of  this  methodology 
seem  pretty  quick  to  draw  abstract 
comparisons  of  how  the  other  method¬ 
ologies  are  bad  and  theirs  is  good. 
Unfortunately,  this  disregards  nearly 
half  a  century  of  software  development. 
True,  many  software  development  proj¬ 
ects  fail.  True,  they  fail  for  many  of  the 
reasons  stated  in  your  article.  True, 
even  the  older  tried-and-true  method¬ 
ologies  do  not  fit  in  the  Internet  age  of 
application  development. 

My  experience,  however,  has  been 
that  methodology  is  simply  one  of 


SECRET 

- - TO - 

SOFTWARE  SUCCESS 

*  pro,oct*  A**  come  era  eon, 


THE  TRUTH  ABOUT  VENDORS 

I  wholeheartedly  agree  with  the  prem¬ 
ise  of  spending  time  to  thoroughly 
review  a  vendor’s  background  prior  to 
entrusting  your  money,  time  and — 
most  important — data  to  a  vendor 
[“Do  Diligence,”  July  1,  2001].  How¬ 
ever,  I  take  issue  with  one  of  the 
writer’s  core  examples.  While  I  relish 
the  fact  that  her  article  besmirches 
Accenture,  a  core  competitor  of  mine, 
I  must  stand  in  its  defense.  Except  for 
the  exclusion  of  an  RFP,  the  process  by 
which  it  winnowed  the  ERP  package 
and  its  short  list  of  vendors  was  appro¬ 
priate  to  that  time  period  and  indus¬ 
try.  Five  years  later,  we  look  back  to  a 
vendor  that  has  since  declared  bank¬ 
ruptcy  and  unequivocally  exclaimed 
that  the  wrong  decision  was  made. 
But,  I  wonder,  how  many  vendors  in 
that  original  pack  of  20  are  also  no 
longer  viable?  If  the  company  had 
instead  chosen  one  of  the  remaining 
large  players  of  today,  how  much  cus¬ 
tomization  would  have  been  required? 


The  writer’s  overall  point 
is  valid  but  could  have  eas¬ 
ily  been  made  using  more 
overt  and  recent  examples. 

How  many  companies 
have  selected  e-commerce 
vendors  that  have  never 
declared  a  profit?  How 
many  companies  have 
selected  an  ERP  package 
based  on  a  convention 
speech  or  hearsay  on  the 
golf  course?  I  can  think  of 
a  slew  of  companies  that  have  recently 
dallied  on  diligence — examples  that 
don’t  involve  the  long-term  implica¬ 
tions  of  a  changing  business  landscape. 

Karen  Hollinger 
jokaho@aol.  com 

SOFTWARE  GUIDELINES 
THAT  WORK 

No  software  development  methodol¬ 
ogy  is  perfect  [“The  Secret  to  Software 
Success,”  July  1,  2001].  However,  com¬ 
paring  the  software  development  pro- 


many  factors  that  affect  the  success  of 
a  software  project.  Customer  expecta¬ 
tions,  process  analysis,  time  frame, 
availability  of  technologies,  manage¬ 
ment  support,  project  championing  and 
technical  expertise  all  contribute.  I  think 
[Agile  Alliance  Cofounder  Martin] 
Fowler  raises  some  very  important,  if 
not  obvious,  points  about  why  tradi¬ 
tional  software  development  does  not 
always  work.  However,  I  failed  to  see 
in  the  article  any  reference  to  similar 
methodologies,  especially  those  in  other 
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SIEMENS 


Make  your  business  mobile  with  IP  solutions  for  the  convergence 
of  voice  and  data  networks. 


Wants  to  be  an  architect 


Wants  to  take  over  daddy's  company 


Wants  to  change  the  world 


Envision  your  own  future.  HiPath  takes  you  there^ 

You're  investing  a  small  fortune  integrating  e-commerce  into  your  core  businessjj 
processes  and  technologies.  You  need  an  e-CRM  solution.  You  have  mobile  ! 
employees  who  work  remotely.  And  on  the  horizon  shines  the  future  of 
converged  networks,  with  easier  integration,  user  access  and  management. 

You  need  a  technology  investment  strategy.  One  that  lets  you  build  advanced 
solutions  today  for  the  Next  Generation  Internet  and  evolve  to  a  converged 
network  without  losing  valuable  time  or  money.  You  need  HiPath™  Siemens 
Enterprise  Convergence  Architecture.  Be  it  conventional,  IP  or  hybrid  networks. 
Network  neutral  applications.  All  the  services  you  need  to  realize  your  vision. 
HiPath,  from  Siemens  Information  and  Communication  Networks  handles  it 
all.  Learn  about  a  beautiful  future,  and  a  limited  time  offer  for  free  VoIP.  Catch 
the  details  now  at  www.freevoipfromsiemens.com/cio. 


Free  VoIP. 

Limited  Time  Offer. 


obile  business 


Call  1-888-333-5567,  or  go  to 
www.freevoipfromsiemens.com/cio 


For  complete  terms  and  conditions,  as  well  as  other  special  offers  on  IP  solutions,  see  our  website  at 
www.freevoipfromsiemens.com/cio,  or  call  1-888-333-5567.  Must  take  delivery  by  September  30,  2001 


InBox 


2  4  CIO 


industries,  that  currently  work.  Would 
you  believe  me  if  I  told  you  that  my  own 
personal  software  methodology  was  rev¬ 
olutionary  and  because  of  it  I  never  had 
a  project  fail? 

Bradley  S.  Behrens 

bbebrens@sco.ca.gov 

I  really  enjoyed  your  article.  My  com¬ 
pany  is  a  software  development  and 
consulting  company  based  in  northeast¬ 
ern  Ohio.  Unfortunately,  I  must  admit 
that  I  am  familiar  with  many  of  the 
problems  that  you  describe.  I  for¬ 
warded  the  article  to  several  of  my 
peers  here,  and  I  would  like  to  give 
Agile  Development  a  try. 

Being  a  relatively  small  company  (25 
developers),  we  may  not  be  the  type  of 
company  that  you  had  in  mind  when 
you  asked,  “Would  you  be  willing  to 
give  Agile  Development  methods  a 
try?”  However,  our  answer  is  yes! 

Eric  Eckman 
Director  of  Business  Development 
ETC  Computers 
eeckman@etccomputers.net 

Although  I  have  not  been  responsible 
for  the  development  of  large  software 
systems  until  recently,  I  can  say  that  the 
guidelines  you  covered  in  your  article 
are  the  principles  that  have  made  me 
successful.  I  have  always  demanded  a 
commitment  to  having  the  real  users  of 
a  system  be  involved  in  direction,  devel¬ 
opment  and  testing  of  the  software.  I 
have  also  found  that  if  you  don’t 
include  the  real  users,  then  when  you 
meet  the  stated  requirements  of  a  proj¬ 
ect  you  will  find  that  no  one  really 
needed  the  software  and  it  won’t  get 
used.  Keeping  initial  requirements  real¬ 
istic  and  minimal  allows  for  much 
greater  success.  Putting  out  a  fully  func¬ 
tional  and  bug-free  version  of  the  soft¬ 
ware  that  handles  only  a  fraction  of 
desired  processes  is  the  best  kind  of  trial 
by  fire.  Good  software  will  get  used 
even  if  it  doesn’t  do  everything.  It  also 
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prevents  you  from  overdeveloping  any 
particular  portion. 

Aaron  Heady 

U.S.  Southern  Command 
Web  Administrator 
beadya@bq.southcom.mil 

Just  read  your  article  and  wanted  to  say 
you  hit  the  nail  on  the  head.  Thought 
you’d  be  interested  in  the  Agile  Mod¬ 
eling  homepage  where  we’re  developing 
an  Agile  methodology  for  effective  soft¬ 
ware  modeling.  We’ve  got  a  mailing  list 
going  where  we  actively  discuss  the 
methodology,  and  several  of  the  Agile 
Alliance  folks  are  participants,  including 
Fowler  and  [Project  Management  Con¬ 
sultant]  Jim  Highsmith.  Visit  the  site  at 
wtvw.agilemodelmg.  com. 

Scott  W.  Ambler 
President 
Ronin  International 
scott.ambler@ronin-intl.com 

I  enjoyed  your  article.  I’ve  been  follow¬ 
ing  Fowler  and  [Project  Manager  Kent] 
Beck  for  the  past  couple  of  years, 
watching  their  sites  on  the  subject  of 
Extreme  and  Agile  methodologies. 
Working  in  a  small  consultancy,  it’s 
interesting  trying  to  sell  a  light  method¬ 
ology  to  big  clients,  after  the  sell  for  so 
many  years  has  been  about  heavy  meth¬ 
odologies.  For  example,  once  a  large 
organization  has  taken  the  time  and 
effort  to  implement  a  formal  develop¬ 
ment  methodology,  moving  to  an  agile 
or  lightweight  way  of  doing  things  can 
be  seen  as  revolutionary. 

Organizations  are  political  places, 
and  the  dynamics  and  motivations  of 
the  people  inside  the  organizations 
often  have  as  much,  if  not  more,  to  do 
with  project  failure  than  technology  or 
process  choice. 

Gordon  Ross 

Partner 

OpenRoad  Communications 
Vancouver. ;  British  Columbia 
gordonr@openroad.ca 


I  run  a  software  development  company 
specializing  in  enterprise  client/server 
systems  for  midsize  businesses.  It  was 
particularly  gratifying  that  this  article 
confirmed  many  of  the  practices  my 
company  has  employed  since  1983.  I 
started  my  career  in  finance  for  a  For¬ 
tune  50  where  I  coordinated  the  devel¬ 
opment  of  software  from  the  user  side 
of  the  table.  The  conventional  wisdom 
is  that  the  main  problem  with  the 
software  development  process  is  that 
the  planning  is  flawed,  incomplete  or 
shortsighted. 

Because  of  that,  an  extraordinary 
amount  of  effort  went  into  planning,  so 
much  so  that  projects  were  often  obso¬ 
lete  before  they  were  implemented.  My 
theory  is  that  if  the  implementation  can 
be  accomplished  quickly  and  cheaply,  a 
flawless  plan  is  not  only  unnecessary 
but  a  complete  waste  of  time. 

Glenn  Lawler 
President 
Incode  Systems 
Peoria,  III. 
gblawler@incodesystems.  com 

Not  only  was  your  article  on  Agile 
Development  right  on  the  mark,  but  I 
personally  have  been  managing  projects 
this  way  for  years  with  great  success. 
What’s  more,  this  methodology  works 
well  when  applied  to  any  type  of  pro¬ 
ject,  not  just  software  development.  I’m 
glad  to  now  know  the  official  name; 
I’ve  been  calling  it  Common  Sense 
Development. 

Michael  P.  McGinty 

Manager  Information  Technology 
Riviera  Finance 
Tampa,  Fla. 
mmcginty@rivierafinance.com 

WHAT  DO  YOU  THINK? 

Send  your  thoughts  and  feedback 
to  letters@cio.com.  Letters  may  be 
edited  for  length  or  clarity. 
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Feeling  the  strain  of  heavy  data  demands?  Store  Smarter 
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Introducing  Active  Archive  Solutions:  The  intelligent  way  to  optimize  database  performance. 

The  pain  of  overloaded  databases:  sluggish  applications,  frustrated  end  users  and  seething  customers. 
Relief  is  here.  Active  Archive  Solutions  slim  down  databases  by  removing  infrequently  used  data. 

Data  is  archived,  but  kept  “active” — still  easily  accessed  by  your  end  users.  Now  you  can  speed  up 
performance  and  maintain  24/7  availability  without  expensive  upgrades.  Take  a  load  off  your  database. 
Call  800.457.7060  or  visit  www.storesmarter.com. 
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There  was  a  particular  stroke  of  genius  early  in  this  brainstorming  session. 

New  Microsoft®  Visio®  2002  allows  you  to  quickly  and  easily  organize  your 
ideas  and  present  a  clear-cut  plan  of  action.  Create  crystal-clear  flowcharts, 
timelines,  organizational  charts,  even  detailed  floor  plans,  all  in  an  intuitively 
designed,  easy-to-use  program.  With  Visio  your  ideas  become  easily  understood 
solutions.  And  with  the  flexibility  to  save  Visio  diagrams  as  Web  pages  or  to  use 
them  in  Microsoft  Office  documents  and  e-mail,  you  can  get  your  point  across  just 
about  any  way  you  choose.  To  give  it  a  try,  visit  microsoft.com/visio  or  go  to 
Internet  Keyword:  Microsoft  Visio.  Software  for  the  Agile  Business. 
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Join  us.  Together  we  can  change  the  world. 


More  than  ever,  senior  executives  in  major 
corporations  are  challenged  to  understand 
the  business  risk  implications  of  the 
technology  their  companies  employ. 
PricewaterhouseCoopers’  Risk  Management 
Forecast:  2001  is  an  important  resource  for 


gaining  that  understanding. 

This  desk  reference  for  senior  management 
identifies  and  describes  the  challenges  faced 
by  businesses  today  in  creating  trust  in  an 
e-business  world.  It  reviews  current  and 
future  technologies  essential  for  managing 


risk  and  information  security. 

To  order  your  copy  of  the  Risk  Management 
Forecast:  2001  and  learn  more  about 
PricewaterhouseCoopers'  risk 
management  consulting  services,  visit 
www.  pwcg  lobal  .com/risk 


©  2001  PricewaterhouseCoopers.  PricewaterhouseCoopers  refers  to  the  individual  member  firms  of  the  worldwide  PricewaterhouseCoopers  organization.  All  rights  reserved. 


Communication  without  boundaries 


A  customer  gets  througl 

It’s  an  important  moment.  How  many  times  a 
day  does  this  happen?  Hundreds?  Thousands? 

Make  the  most  of  every  one  with  Customer 
Relationship  Management  solutions  from  Avaya. 

And  make  customers  for  life.  Here’s  how.  Unique 
predictive  inquiry  routing  helps  anticipate  each 
customer’s  needs.  And  puts  them  through  to  the 
person  in  your  company  who  can  help  them  best. 

So  whether  they’re  clicking,  or  calling,  or  e-mailing, 
or  whatever,  their  needs  are  met.  Their  questions 
are  answered.  Their  problems  solved.  Treat  people 
better  than  they  ever  thought  possible  with  Avaya. 

Call  866-GO-AVAYA  or  visit  avaya.com/solutions/crm 
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Is  There  a  Doctor 
on  the  Web? 


YOU  HAVE  A  STRANGE  tingling  sensa¬ 
tion  in  your  toes.  Immediately,  you  log  on  to 
the  Web  and  find  your  favorite  medical 
information  site.  Your  heart  begins  to 
pound  as  you  consider  your  condition:  You 
might  have  multiple  sclerosis,  a  brain  tumor 
or  perhaps  both.  Most  likely,  though,  you 
are  suffering  from  “cyberchondria,”  the 
term  for  a  new  condition  that  leads  people 
to  attempt  self-diagnosis  obsessively  using 
the  Web.  “If  you  are  a  hypochondriac,  then 
clearly  the  Internet  extends  your  ability  to  be 
neurotic,”  says  Dr.  Paul  Cundy,  a  London 
general  practitioner  and  chair  of  the  Infor¬ 
mation  Management  Technology  subcom¬ 
mittee  of  the  General  Practitioners  Commit¬ 
tee  of  the  British  Medical  Association. 

To  make  matters  worse,  medical  infor¬ 


mation  on  the  Web  can  be  incomplete  or 
misleading.  Last  year,  the  survey  found, 
100  million  Americans  went  online  in 
search  of  health  information,  and  70  per¬ 
cent  of  them  said  they  took  the  infor¬ 
mation  seriously  when  considering 
treatment,  according  to  Sam  Karp, 

CIO  for  the  California  Healthcare 
Foundation,  a  private  institution  in 
Oakland,  Calif.  But  a  recent  study 
funded  by  the  foundation  and  published 
in  May’s  issue  of  The  Journal  of  the 
American  Medical  Association  found  that 
while  many  English-language  sites  contain 
accurate  information,  Web  surfers  can  easily 
be  led  astray.  For  example,  a  childhood 
asthma  website  reports  on  one  page  that 
using  inhaled  steroids  does  not  stunt  growth 


in  children  but  another  page  says  that  it  can. 
In  order  to  avoid  confusion  or  anxiety 
related  to  the  Web,  the  report  recommends 
that  surfers  look  at  several  sites  instead  of 
relying  on  information  from  just  one.  And 
most  important,  patients  should  discuss  the 
information  they  find  on  the  Web  with  a 
health-care  provider  before  using  it  to  make 
any  decisions  about  treatment. 

The  good  news  is  that  so  far  true  cyber- 
chondriacs  are  rare,  Cundy  reports.  “Hun¬ 
dreds  of  my  patients  have  consulted  the 
Web  before  coming  to  see  me,”  Cundy  says. 
“But  many  of  them  do  have  a  healthy  skep¬ 
ticism.  I  don’t  think  the  Internet  can  turn 
normal  people  into  neurotics.” 
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21  MILLION:  number  of  U.S.  telecom¬ 
muters  in  2001;  35  MILLION:  ex¬ 
pected  number  of  U.S.  telecommuters  in 

2005;  $160  BILLION  :  amount  U.S. 

businesses  are  expected  to  spend  on  com¬ 
munications  services  and  equipment  this 
year;  $260  BILLION:  amount  they 
will  spend  by  2005 
Source:  Cahners  In-Stat 
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In  e-business  everyone  wants  to  unify  higher  enterprise 
performance  with  lower  total  cost.  The  ES7000  goes  further. 
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The  Unisys  e-@ction  Enterprise  Server 
ES7000  is  no  ordinary  server.  It  does  the 
enterprise-level  transactions  a  CIO 
dreams  about.  And  at  a  total  cost  that 
lets  a  CFO  sleep  at  night.  Powered  by 
our  CMP  architecture,  the  ES7000 
harnesses  32  Intel®  Pentium®  III  Xeon™ 
Processors.  Delivering  a  level  of 
performance  from  Microsoft®  Windows® 
2000  you’d  normally  only  associate  with 
UNIX.  Combining  scalability,  availability, 
and  flexibility  with  all-important  afford¬ 
ability.  That’s  enough  to  even  unify 
the  CFO  and  the  CIO.  Which  until  now, 
was  an  impossibility.  To  find  out  what 
the  ES7000  can  do  for  your  e-business, 
visit  www.aheadforebusiness.com. 


We  have  a  head  for  e-business. 
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Service  Providers  and  Outsourcing: 

When  Is  It  Time 
to  Partner  with  an  Expert? 


Civilization’s  hearty  embrace  of  the 
Internet  is  pushing  most  organizations 
into  a  period  of  dramatic,  discontinuous 
change  in  which  strategy,  tactics,  processes 
and  operations  must  all  be  adapted  to  a  net¬ 
work-centric  technology  model. 

Often  this  forces  decision 
makers  to  rethink  the  funda¬ 
mentals:  Who  are  our  cus¬ 
tomers ?  What’s  our  value 
proposition ?  Which  activi¬ 
ties  and  strategies  can  sus¬ 
tain  our  enterprise ?  What 
kind  of  structure  do  we 
need  to  deliver  value  to 
customers  and  shareholders? 

And  how  does  it  all fit  togeth¬ 
er  to  drive  profitability? 

More  and  more,  the  answers  to 
those  questions  are  leading  executives  to 
not  only  get  better  at  aligning  their  informa¬ 
tion  technology  (IT)  initiatives  with  their 
business  objectives,  but  also  to  focus  the  orga¬ 
nization  on  what  it  does  best  and  outsource  to 
external  experts  those  activities  that  are  neces¬ 
sary  but  beyond  its  core  competencies. 

Not  long  ago,  companies  typically  turned 
to  outsourcing  chiefly  to  reduce  costs.  These 
days,  however,  companies  often  opt  to  out¬ 
source  for  more  strategic  reasons,  like  getting 
up  to  speed  in  new  markets,  enhancing  prod¬ 
uct  and  service  capabilities,  cutting  invest¬ 
ments  in  capital  assets,  staying  abreast  of  lead¬ 
ing-edge  technologies,  sharing  risk,  boosting 
margins  and  building  partnerships. 

IT-oriented  outsourcing  has  become  a  key 
alternative  to  costly  internal  IT  cost  centers  and 


comes  in  many  forms  from  many  different 
kinds  of  suppliers,  ranging  from  successful  star¬ 
tups  such  as  USinternetworking  and  United 
Messaging  to  traditional  outsourcing  stalwarts 
like  Comdisco,  Computer  Sciences  Corp., 
EDS,  IBM,  and  Unisys.  Organizations 
can  choose  between: 

•  A  broad  range  of  project- 
oriented  professional  ser¬ 
vices — including  systems 
integration,  software 
development  and  cus¬ 
tomization,  process 
engineering  and  more. 

•  An  ever-widening  vari- 
■ty  of  ongoing  service  offer¬ 
ings  that  are,  among  other 
things,  transforming  the  way 
that  information  technology  is 
delivered,  not  only  for  small  companies 
but  for  large  ones  too.  It’s  IT-for-rent  in  a 
new  form,  in  which  specialty  service 
providers  (xSPs)  create  supply  chains  that 
offer  access  to  all  manner  of  application, 
networking,  management,  process  and 
infrastructure  capabilities. 

Arguably,  the  riskiest  thing  about  xSPs 
and  outsourcers  for  a  company’s  executive 
leadership  is  the  temptation  to  be  adversarial: 
while  business  executives  see  the  competitive 
need  for  an  xSP  s  services,  IT  executives 
worry  about  losing  control  of  the  IT  infra¬ 
structure  and  may  resist.  But  it’s  harder  to 
thrive  when  the  team  is  fighting,  and  this 
CIO  supplement  will  focus  on  ways  to  ensure 
that  xSPs  and  outsourcers  help  rather  than 
hurt.  SD 
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Inside  this  issue: 

4  Outsourcing: 

A  Basic  Business  Strategy 

As  companies  use  the  Internet  and  the 
Web  to  restructure  many,  if  not  most, 
business  processes  and  shrink  over¬ 
head  costs,  running  the  business 
online  is  quickly  becoming  extremely 
complex.  Outsourcing  is  one  way  to 
get  key  competitive  technologies 
launched  quickly  and  cheaply.  That’s 
good,  because  CIOs  are  running  out 
of  running  room. 

8  Mapping  the  xSP  World 

An  impressive  diversity  of  speciality 
service  providers  (xSPs)  are  changing 
the  face  of  IT  outsourcing  by  melding 
information  technology,  communica¬ 
tions  and  standardized  services. 

1 1  Service-level  Agreements 
That  Measure  Value 

Just  as  business  objectives  drive  a 
CIO’s  decision  about  what  to  out¬ 
source,  business  objectives  also 
determine  the  contents  of  the  service- 
level  agreements  (SLAs)  that  detail 
outsourcing  relationships. 


Fill  out  our  Online  Survey 
and  you  could  win  $100! 

We  know  how  valuable  your  time  is — 
but  so  are  your  ideas.  The  editors  of 
Strategic  Directions  rely  on  your  input  to 
cover  the  topics  that  interest  you.  Your 
feedback  helps  us  provide  you  with  the 
information  you  need,  when  you  need  it. 

As  a  thank  you,  everyone  who  completes 
our  survey  has  a  chance  to  win 
a  $100  American  Express  gift  cheque. 
The  drawing  will  be  held  on  November  5, 
2001  and  the  winner  will  be  contacted 
via  phone  by  November  1 2,  2001 . 

Visit  cio.com/sponsors/survey  for  more 
details. 


Top  10  Business  Motives  When  Outsourcing 


1. 

Cost  reduction 

23.3% 

6. 

Skills  enhancement 

9.6% 

2. 

Focus  on  core  business 

17.2% 

7. 

Reduce  time  to  market 

5.1% 

3. 

Service  improvement 

12.9% 

8. 

Legacy  migration 

2.7% 

4. 

Organizational  strategy 

10.8% 

9. 

Technology  renewal 

3.0% 

5. 

Competitive  advantage 

10.3% 

10. 

Rapid  industry  transformation 

3.8% 

Source:  Adapted  from  Computer  Sciences  Corp.  Critical  Issues  2000  Survey 
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Outsourcing: 

A  Basic  Business  Strategy 

Outsourcing  is  one  way  to  get  key  competitive  technologies  launched 
quickly  and  cheaply.  That’s  good,  because  CIOs  are  running  out  of  running  room. 


A  full  100  percent  of  respondents  to  a 
recent  Gartner  Dataquest  survey  of 
CIOs  indicated  that  they  can  no  longer 
handle  all  of  their  enterprises’  IT  needs  in- 
house. 

“We  believe  that  because  of  the  rate  of 
change  and  degree  of  specialization 
required  for  IT  organizations,  that  nearly  all 
IT  organizations  will  outsource  at  least  one 
strategic  function  by  2004  or  2005,”  says 
Dean  Davison,  Meta  Group  vice  president. 

What  to  outsource? 

This  raises  a  basic  question:  How  does  a 
CIO  decide  what  to  outsource? 

The  answer:  By  means  of  an  outsourc¬ 
ing  strategy  that: 

•  Complements  your  enterprise’s  key  busi¬ 
ness  drivers.  In-house  IT  professionals 
are  destined  to  become  brokers,  plan¬ 
ners,  managers  and  integrators,  ensur¬ 
ing  that  services  delivered  by  out¬ 
sourcers  are  meeting  end  users’ 


needs — and  ensuring  that  end  users’ 
are  engaging  outsourcers’  resources 
appropriately. 

•  Rationalizes  which  capabilities  should  be 
kept  in-house  and  which  can  be  out¬ 
sourced.  Those  functions  that  are  criti¬ 
cal  to  the  business — and  to  the  tech¬ 
nologies  that  support  it  now  and  will 
keep  it  competitive  in  the  future — 
should  stay  in-house.  Tasks  that  are 
necessary  but  not  core  can  be  consid¬ 
ered  for  outsourcing. 

•  Maintains  close  relationships  with  the 
enterprise’s  various  end  user  communities. 
By  developing  an  in-the-trenches 
understanding  of  how  business  goals  are 
achieved  and  what  technological  capa¬ 
bilities  are  required  to  achieve  them,  the 
IS  staff  becomes  key  to  fitting  IT  to  the 
enterprise’s  business  goals. 

•  Outlines  the  kinds  of  relationships  your 
enterprise  needs  to  maintain  with  its  out¬ 
sourcers.  Are  you  looking  for  ways  to 


innovate  so  your  enterprise  can  pursue 
new  business  opportunities?  Are  you 
focused  on  boosting  productivity  and 
performance  to  meet  certain  business 
goals?  Are  you  concerned  about  care¬ 
fully  delineating  service  levels  so  that 
you  can  control  the  costs  of  particular 
tasks?  Each  of  these  requirements 
points  to  a  different  kind  of  outsourc¬ 
ing  relationship,  a  relationship  that 
may  change  over  time. 

Several  different  approaches  to  out¬ 
sourcing  are  emerging.  Some  are  focused 
chiefly  on  maximizing  return  on  IT 
investment;  here,  outsourcing  lesser  func¬ 
tions  can  be  cost-effective,  as  can  out¬ 
sourcing  functions  dependent  on  technol¬ 
ogy  which  is  changing  so  fast  that  its  costs 
are  hard  to  anticipate.  Others  are  seeking 
ways  to  quickly  boost  competitiveness 
with  best-of-breed  resources  and  expertise; 
their  decisions  are  impelled  by  time-to 
market  issues. 


Why  enterprises  outsource 


By  2005,  organizations  will  be 
spending  more  than  $100  billion 
a  year  on  IS  outsourcing  and 
$460  billion  on  specialty  service 
providers  (xSPs),  predicts  DC. 
Here’s  why: 

To  cut  costs 

“An  outsourcing  relationship  can 
do  more  than  just  reduce  costs,” 
says  Bob  Evan  president  of 
global  outsourcing  at  Unisys.  “It 
should  create  value  and  provide 
a  strategic  business  alternative.” 


But  it's  important  to  under¬ 
stand  why  costs  are  lower,  says 
Davison  of  the  Meta  Group. 
“Naive  expectations  of  auto¬ 
matic  reductions  are  one  of  the 
biggest  failures  in  outsourcing." 

To  stay  focused  on  core 
competencies 

For  many  companies,  running 
the  IT  infrastructure  is  neces¬ 
sary — but  not  the  crux  of  the 
business.  Handing  off  part  or 
even  all  of  it  to  experts  can  lib¬ 


erate  scarce  resources  for 
what  your  company  does 
best. 

To  improve  service 

Organizations,  asserts  J.  Ben¬ 
jamin  Trowbridge,  CEO  and 
chairman  of  United  Messaging, 
“should  expect  a  higher  stan¬ 
dard  of  service  and  product 
enhancement  than  they  would 
get  in-house.  Service-level 
agreements  make  a  high  level  of 
service  a  contractual  obligation.” 


To  get  access  to  key  IT 
resources  and  skills 

Outsourcing  enables  companies 
to  leverage  top-quality 
resources — hardware,  software, 
network  infrastructure,  develop¬ 
ment  and  support  staff — that  are 
expensive  to  keep  current,  espe¬ 
cially  if  your  IT  operations  fall  shy 
of  leading-edge.  “One  of  the 
main  benefits  of  outsourcing,” 
notes  United  Messaging’s  Trow¬ 
bridge,  “is  freeing  one's  organi¬ 
zation  from  constant  upgrades.” 
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Unisys  Becomes  U.K.’s  Largest  Provider 
of  Managed  Insurance  Administration  Services 

Unisys  Corp.  and  Abbey  Life,  a  U.K.  insurance  provider,  have  formed  Unisys  Insurance 
Systems,  Limited  (UISL),  a  new  insurance  back-office  services  company.  Comprised  of 
approximately  1 ,200  former  Abbey  Life  staff  and  the  Unisys  e-@ction  Life  and  Pension  Solu¬ 
tion  delivery  organization  in  the  U.K.,  Austria  and  Italy,  UISL  will  have  an  estimated  revenue 
stream  of  $300  million  over  the  next  1 0  years. 

The  agreement  encompasses  the  transfer  of — and  improved  job  prospects  for — 1 ,200 
Abbey  Life  employees  as  well  as  the  acquisition  of  all  Abbey  Life  computing  assets  and  back- 
office  business  process  capabilities. 

Tangible  Benefits  from  Outsourcing 

Building  upon  and  enhancing  the  skills  and  industry  knowledge  of  Abbey  Life  staff,  Unisys  will 
develop  this  new  business  for  Abbey  Life  and  other  insurance  companies. 

As  part  of  a  major  systems  overhaul,  Unisys  will  replace  Abbey  Life’s  more  aging  systems 
with  the  Unisys  e-@ction  Life  and  Pensions  Solution — its  proprietary  life,  pensions  and  invest¬ 
ment  administration  system.  Unisys  will  offer  modern  and  efficient  processing  services,  while 
ensuring  that  Abbey  Life  clients  continue  to  receive  superior  customer  service. 

More  than  just  a  reduction  in  costs,  the  introduction  of  world-class  technologies,  skills  and 
processes  enables  life  companies  to  realize  tangible  benefits  from  outsourcing — including 
improved  efficiency  and  the  time  to  continue  concentrating  on  their  true  core  business  com¬ 
petencies. 


For  more  information  on  Unisys  e-@ction  Solutions,  visit  www.unisys.com. 


Still  others  choose  to  minimize  their  IT 
resources  and  staff,  choosing  service  rela¬ 
tionships  instead.  Ultimately,  this  kind  of 
IT  provisioning,  analysts  expect,  will 
increasingly  be  achieved  via  supply  chain 
and  even  virtual  marketplace  relationships. 

What  drives  IT  outsourcing 

The  result?  A  vast  array  of  specialized  ser¬ 
vice  providers  (xSPs)  whose  technologies 
for  rent  help  enterprises  .  .  . 

Become  Internet-ready 

When  Edwards  Lifesciences  Corp.,  a 
global  leader  in  designing,  manufacturing 
and  distributing  products  and  services  for 
treating  cardiovascular  disease,  spun  off 
from  Baxter  International,  it  needed  to 
assume  responsibility  for  a  slew  of  busi¬ 
ness  processes,  such  as  HR,  payroll  and 
benefits  administration.  By  turning  to 
USinternetworking  (USi)  to  implement  a 
multipart  service  solution  based  on  the 
Internet  and  involving  software  from 
PeopleSoft  for  HR,  Triad  for  benefits 
administration  and  ProBusiness  for  pay¬ 
roll,  Edwards  estimates  savings  at  45  per¬ 
cent.  Among  them:  eliminating  the  need 
to  add  about  four  full-time,  specially- 
trained  staff.  “A  well-orchestrated  team 
was  critical,”  reports  Edwards  CIO 
Harvey  Cabrera.  “It  was  important  that 
the  lines  between  the  companies  be 
erased,  and  that  we  have  a  true  partner¬ 
ship.” 

To  stay  competitive,  many  companies 
must  also  launch  new  e-business  technolo¬ 
gy  initiatives  even  though  their  existing  IT 
resources  are  stretched  to  the  limit. 

Even  if  IT  staff  is  able  to  get  a  pilot  e- 
business  project  launched,  a  company’s 
new  e-business  system  cannot  stand  alone 
for  long;  it  must  be  smoothly  and  cost- 
effectively  integrated  into  the  rest  of  the 
enterprise’s  infrastructure. 

Cope  with  the  legacy 

Many  companies  continue  to  run  legacy 
operational  environments  based  on  older, 
proprietary  technologies  that  can’t  deliver 
the  reliability  or  responsiveness  required  to 
compete  today  and  that  are  difficult  to 
link  to  newer  systems  and  capabilities. 


A  major  architectural  overhaul  is  often 
necessary  to  keep  operations  efficient.  In 
the  face  of  business-driven  deadlines,  out¬ 
sourcing  these  kinds  of  efforts  becomes 
very  appealing. 

The  Commonwealth  of  Pennsylvania, 
for  instance,  will  save  $140  million  during 
five  years  after  turning  to  Unisys  to  consol¬ 
idate  18  state-agency  data  centers.  Unisys 
manages  multiple  computer  operations, 
providing  hardware,  software  and  rapid- 
response  disaster-recovery  capabilities. 

Integrate  systems  and  networks 
to  automate  trade 

To  stay  competitive,  organizations  need  to 
knit  their  systems  together — not  just 
internally  but  also  with  partners,  affiliates, 
suppliers  and  even  customers. 

But  special  skills  are  needed  to  suffi¬ 
ciently  integrate  a  company’s  infrastruc¬ 
ture  so  that  trade  can  be  automated,  espe¬ 
cially  when  a  legacy  environment  must  be 
simultaneously  upgraded.  For  many  orga¬ 
nizations,  such  skills  are  beyond  the  reach 


of  its  IT  staff  and  outside  the  scope  of  its 
core  competencies. 

Some  enterprises  have  launched  e-pro- 
curement  efforts  or  have  joined  e-market¬ 
places.  Others  have  become  members  of 
private  exchanges  that  can  enable  real-time 
collaboration  on  design  and  can  integrate 
with  back-end  systems,  centrally  manag¬ 
ing  all  procurement  and  tying  together 
production,  inventory,  warehouse  and 
order-management  systems  so  that  com¬ 
panies  can  commit  to  client  delivery  dates. 
Jupiter  Research  reports  that  15  percent  of 
the  largest  companies  already  participate 
in  private  exchanges. 

But  building  a  private  exchange  costs 
anywhere  from  $10  million  to  $150  mil¬ 
lion,  which  makes  it  a  realm  ripe  for  out¬ 
sourcing.  CommerceOne  and  Intel 
Online  Services  have  teamed  to  host  pri¬ 
vate  exchanges  for  those  who  don’t  want 
to  build  their  own. 

Get  help  with  operations 

Keeping  networks  and  applications  opti- 
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mally  available  is  getting  tougher  all  the 
time.  Customer  expectations  have  soared 
as  new  kinds  of  e-businesses  flood  the 
market  and  security  threats  are  pervasive. 
Often  the  best  alternative  is  to  offload  net¬ 
work  and  application  monitoring  and 
maintenance  to  experts. 

Or  hand  over  entire  operations  to  spe¬ 
cialists.  United  Messaging,  for  instance, 
provides  hosted  e-mail  services,  including 
calendaring  and  group  scheduling,  han¬ 
dling  all  e-mail  system  management,  from 
firewall  services  to  content  control,  spam 
filtering,  virus  scanning,  wireless  function¬ 
ality,  and  so  on.  United  Messaging  esti¬ 
mates  that  an  average-size  company  with 
3,000  e-mail  boxes  can  save  more  than  $3 
million  over  a  3-year  period. 

One  large  systems  integrator  turned  to 
United  Messaging  when  it  needed  to 
migrate  more  than  6,300  users  from 
Novell  GroupWise  to  Exchange  2000 
within  a  very  aggressive  time  frame.  Its  IT 
staff  had  GroupWise  skills  but  little 


Exchange  experience.  United  Messaging 
completed  the  migration  quickly,  elimi¬ 
nating  the  typical  capital  and  operational 
expenses  associated  with  in-house  hosted 
e-mail  systems.  Savings  expected  during 
the  5-year  contract:  $3.4  million. 

Focus  on  core  competencies 

“An  application  is  core  when  its  process 
directly  affects  the  competitive  advantage 
of  the  company  in  its  target  market,”  says 
Andrew  Stern,  USi  CEO.  “Anything  else 
represents  the  processes  required  to  fulfill 
commitments  to  one  or  more  stakeholders 
in  the  enterprise.  Differentiation  in  these 
kinds  of  context  processes  adds  little  or  no 
competitive  advantage  and  wastes  scarce 
IT  resources.” 

Oy  Valitut  Palat,  Finland’s  Reader’s 
Digest,  decided  to  get  out  of  the  printing 
business.  Now  Unisys  provides  all  of  the 
publisher’s  printing  services  (even  renting 
back  the  machine  room  and  office  space 
and  employing  the  original  staff  to  run  the 


service),  which  requires  operating  a  token 
ring  local  area  network  that  connects  high¬ 
speed  LED  printers  to  Oy  Valitut  Palat’s 
central  computer  facility  in  the  United 
Kingdom. 

“The  competitive  advantage  gained 
from  outsourcing  technology,”  says  Bob 
Evans,  president  of  global  outsourcing  at 
Unisys  Corp.,  “is  that  you’re  putting  tech¬ 
nology  into  the  hands  of  people  whose 
core  competency  is  technology.” 

xSPs  also  help  organizations  focus 
resources  on  what  matters.  When  financial 
giant  Providian  Financial  Corp.  decided 
to  overhaul  its  FIR  system,  it  selected  best- 
in-class  PeopleSoft’s  FIRMS  software  but 
balked  at  investing  millions  in  the  data 
center  infrastructure  needed  to  run  it. 
Providian  chose  USi  to  implement  and 
host  the  application;  implementation  took 
four  months  rather  than  the  more  typical 
18  to  24  months  for  an  in-house  effort. 
And  Providian  sees  a  30  percent  ongoing 
savings  too.  SD 


USi  Helps  Blue  Cross  Blue  Shield  of  Michigan  Take  Pain  Out  of  Administering 
and  Upgrading  Financial  and  HRMS  Software 


Needed:  Faster,  Streamlined  Approach  to  Upgrades 

With  $10  billion  in  revenue  and  4.7  million  customers,  Blue  Cross  Blue 
Shield  (BCBS)  of  Michigan  is  the  largest  health  insurance  provider  in 
the  state.  To  remain  focused  on  its  core  competency — the  health  care 
needs  of  its  clients — BCBS  needed  to  find  a  better  way  to  administer 
and  upgrade  its  PeopleSoft  financial  management  solution. 

According  to  Susan  Fisher,  director  of  financial  projects  at  BCBS’ 
Information  Services  Division,  the  health  insurer’s  world-class  data 
center  had  been  running  PeopleSoft  internally  at  the  corporate  level. 
But,  reports  Fisher,  it  had  taken  several  years  and  much  of  BCBS’  IT 
resources  to  bring  its  general  ledger  up  on  PeopleSoft. 

“We  were  still  at  Version  7.02.  We  had  to  get  to  7.5,  and  we 
wanted  a  head  start  on  Version  8,”  recalls  Fisher,  then  the  new  CFO 
of  BCBS’  Information  Services  Division. 

In-house  or  ASP? 

With  a  capable  IT  staff  of  more  than  1 ,000  people,  BCBS  considered 
using  its  own  in-house  resources  for  the  upgrade  effort. 

“We  talked  about  implementing  something  in-house,”  says  Fisher, 
“but  we  had  a  lot  of  legacy  systems  and  wanted  to  reach  our  goal  of 
being  a  world-class  organization  with  best  practices.  To  do  that,  we 
needed  to  focus  our  in-house  resources  on  mission-critical  systems 
directly  related  to  patient  care  and  processing  of  claims.  But  that 


didn’t  leave  a  whole  lot  left  over  for  our  financial  systems.” 

Fisher  immediately  began  searching  for  a  faster,  more  streamlined 
approach  to  upgrading  the  company’s  PeopleSoft  solution.  After 
evaluating  several  providers,  BCBS  of  Michigan  turned  to  USi,  the 
leading  Application  Service  Provider  (ASP),  to  deploy,  host  and  man¬ 
age  its  PeopleSoft  solution.  Most  other  vendors,  notes  Fisher,  offered 
only  canned,  off-the-shelf  solutions  and  expected  BCBS  to  accept 
that  level  of  service.  USi  was  the  exception. 

Focused  IT  Equals  30  Percent  Savings 

“We’re  a  caring  type  of  organization  and  that  same  quality  attracted 
us  to  USi,”  says  Fisher. 

In  addition  to  working  with  a  vendor/partner  she  respects,  BCBS, 
says  Fisher,  has  reaped  the  rewards  of  off-loading  administrative  and 
upgrade  duties  to  USi. 

“I  was  able  to  direct  internal  IT  resources  away  from  the  daily  main¬ 
tenance  of  our  PeopleSoft  applications...  and  have  subsequently  real¬ 
ized  a  30  percent  reduction  in  claims  processing  times,”  reports 
Fisher.  “We’re  so  pleased  with  the  results  we’ve  decided  to  have  USi 
deploy,  host  and  manage  our  PeopleSoft  HRMS  solution  as  well.” 


For  more  information  and/or  to  download  video  testimonials  from 
Susan  Fisher  and  other  USi  clients,  go  to  www.usi.net/clients. 
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Who’s  responsible  for  your  hardware? 


Is  your  technology  missing  something? 


Your  software?  Your  integration? 
Your  network?  Your  security?  Your 
support?  For  many  companies,  these 
are  difficult  questions.  That’s  where 
the  leading  Application  Service 
Provider  comes  in.  USinternetworking 
partners  with  Ariba®  BroadVision , 
Lawson*  Microsoft®  PeopleSoft® 
and  Siebel  Systems®  to  deliver  the 
best  application  software  over 
our  own  state-of-the-art  network. 
We  take  total  responsibility  for  every 
aspect  of  your  application  from 
implementation  to  support  -  all 
with  our  own  employees,  all  for 
a  flat  monthly  fee.  So  if  you  have 
a  question  about  anything,  there’s 
no  question  who  to  call.  It’s 
always  the  same  number.  For  more 
information,  call  1-800-874-6918 
or  visit  www.usi.net/responsibility. 


Making  software  simpler 


©2001  USinternetworking,  Inc. 
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Mapping  the  xSP  World 

An  impressive  diversity  of  speciality  service  providers  (xSPs) 
are  changing  the  face  of  IT  outsourcing  by  melding  information 
technology,  communications  and  standardized  services. 


According  to  International  Data  Corp. 

(I DC),  xSP  service  offerings  are: 

•  Externally  managed 
•  Delivered  via  a  network 
•  Built  on  a  one-to-many  business  model 
•  Require  a  service  fee 

“Homogeneity  of  systems,”  says  Eric 
Goodness,  director  and  principal  analyst, 
worldwide  network  and  Internet  services, 
at  Gartner/Dataquest,  “is  the  value  and 
optimization  that  xSPs  and  outsourcers 
bring  to  the  enterprise  to  reduce  costs  and 
ultimately  price.” 

By  2005,  predicts  IDC,  organizations 
worldwide  will  spend  more  than  $460  bil¬ 
lion  on  xSP  services.  They  will  have  a  vast 


xSP  Fundamental 
Value  System 


Technology  expertise 
Technology  metrics 
Technology  sell 
Broad  market 
Utility-like 
Partner  opportunity 


Business  expertise 
Business  metrics 
Business  sell 
Niche  markets 
Utility-challenged 
Partner  requirement 


Source:  IDC  #24648,  May  2001 


range  of  service  capabilities  from  which  to 
choose  from  a  broad  mix  of  providers  who 
often  defy  easy  categorization.  There  is, 
however,  an  emerging  taxonomy  of  xSPs. 

First  comes  the  network 

Delivering  access  to  a  range  of  network 
and  communications  services — including 
packet  data  and  IP  data  (such  as  voice- 
over-IP)  as  well  as  both  wireline  and  wire¬ 
less  data — are  network  service  providers 
(NSPs)  such  as  Digital  Island,  Level  3 
Communications,  Qwest  Cyber.Solutions 
and  Worldcom. 

NSPs  comprise  the  foundation  upon 
which  other  service  provider  offerings  are 
built  and  now  account  for  about  90  per¬ 
cent  of  the  xSP  market,  according  to  IDC 
research. 

Help  with  the  infrastructure 

Those  looking  for  expertise  in  IT  infra¬ 
structure  can  turn  to  a  spectrum  of  out¬ 
sourcers  focused  on  operational  processes, 
including: 

•  Application  infrastructure  providers, 
also  called  management  service 
providers,  managed  infrastructure 
providers  and  hosting  service 
providers,  run  slices  of  IT  infrastruc¬ 
ture  functionality. 

•  Storage  service  providers  (SSPs)  such  as 
StorageNetworks  provide  and  manage 
storage  capacity  either  in  the  cus¬ 
tomer’s  data  center,  in  a  colocation 
facility  or  in  the  provider’s  own  data 
center. 

•  Managed  security  providers  (MSPs) 
offer  such  security  services  as  managing 
firewalls,  virtual  private  networks  and 
securing  Internet  applications.  Yankee 
Group  has  estimated  that  organizations 
will  spend  about  2.6  billion  with  MSPs 
by  2005. 


Doing  your  xSP  due 
diligence 

Make  sure  the  xSP  you  choose  has 
sufficient  investment  cash  to  sustain  it 
until  revenues  at  least  equal  infrastruc¬ 
ture  costs.  And  make  sure  it  has  the 
infrastructure  and  expertise  your  orga¬ 
nization  needs.  Technically,  look  for: 

•  Failover  backup  servers  to  ensure 
24/7  application  uptime 

•  Automatic  load  balancing  to 
ensure  accessibility 

•  Functional  access  limited  by  highly 
configurable  application-level  security 

•  Automatic  offline  data  backup 
scheduling 

•  Service-level  agreements  (SLAs)  to 
ensure  performance  levels  are 
maintained 

•  Secure  Internet  access  to  applica¬ 
tion  servers,  via  VPN  (virtual  private 
network),  and  so  on 

•  Support  for  nonpublic  electronic 
transaction  transmissions,  such  as 
EDI  (electronic  data  interchange) 

•  System  setup  function  templates 
to  speed  implementation) 

•  Simple  sign-up  to  make  adding 
new  users  easy 

•  User  statistics  logs  showing  user 
activity  by  application 

•  Automatic  data  upload/download 
from  apps 

•  E-mail  delivery  of  user  alerts,  appli¬ 
cation  reports,  etc. 

•  Online  FAQs  (frequently  asked 
questions),  manuals,  training 
courses 

•  Online  support  via  e-mail,  self-ser¬ 
vice  help  desks,  real-time  Internet 
chat 
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Dealing  with  development 

Companies  can  get  help  with  application 
development  from  providers  of  application 
management  services,  which  often  engage 
in  lengthy  projects  that  include  custom 
development,  onsite  consulting  and  over¬ 
sight  of  software  owned  by  the  customer. 
Examples:  Cap  Gemini  Ernst  &  Young, 
EDS,  IBM  Global  Services. 

Application  software  for  rent 

Application  service  providers  (ASPs)  han¬ 
dle  the  myriad  applications  for  which  the 
IT  infrastructure  is  built. 

As  more  and  more  application  software 
vendors  make  their  wares  available  via  the 
fee-for-service  model — including  Microsoft, 
Oracle,  Sun  Microsystems  and  others — 
both  start-ups  and  established  firms  occupy 
the  well-populated  ASP  space. 

“Many  organizations  are  now  turning  to 
ASPs  to  supply  a  cost-effective  solution  that 
can  grow  with  their  changing  needs,”  notes 
Andrew  Stern,  CEO  of  USinternetworking 
(USi).  “The  buyers  are  leaving  the 
installing,  hosting  and  upgrading  of  this 
software  to  them.  The  result:  enterprises 
can  reengineer  their  business  practices  at  a 
price  they  can  afford.” 

IDC  estimates  that  organizations  will 
spend  $24  billion  a  year  on  ASP  offerings 
by  2005. 

“The  xSP  model  is  a  boon  for  the 
enterprise  looking  to  outsource,”  notes 
Gartner’s  Goodness.  “With  their  ‘narrow- 
cast’  approach — that  is,  concentrating 
core  competencies  on  niche  environments 
or  technologies —  they’re  bringing  to  mar¬ 
ket  tightly  integrated  technology  and  price 
at  optimized  price  points.” 

Contentment 

By  2005,  companies  will  be  spending 
more  than  $2  billion  a  year  on  secure  con¬ 
tent  delivery  services,  estimates  the  Yankee 
Group.  Content  delivery  network  service 
providers  (CDNs)  include  Akamai  and 
Digital  Island. 

Outsourcing  processes 

Business  process  outsourcers  (BPOs),  also 
called  business  service  providers  (BSPs), 
offer  a  fast-expanding  range  of  back-office 


integration  and  services  for  companies  that 
are  reassessing  the  costs  of  operations  like 
finance,  accounting  and  HR.  Companies 
delegate  IT-intensive  business  processes  to 
an  external  provider  that  owns  the  process, 
administering  and  managing  it  according 
to  defined  metrics.  Unisys,  for  instance, 
which  specializes  in  financial  processes 
outsourcing,  processes  50  percent  of  the 
world’s  bank  checks. 

Gartner  estimates  that  enterprises  will 
spend  some  $300  billion  a  year  on  busi¬ 
ness  process  outsourcing  by  2004. 

United  Messaging  CEO  and  chairman 
J.  Benjamin  Trowbridge  makes  a  distinc¬ 


tion  between  vertical-industry  BPOs  and 
application-specific  outsourcers  that  opt 
for  “a  ‘horizontal’  focus  on  operational 
excellence  in  one  class  of  application.  ” 

United  Messaging,  for  example,  deliv¬ 
ers  hosted  e-mail  and  collaboration  ser¬ 
vices,  including  hosted  Microsoft 
Exchange,  Lotus  Notes/Domino  and 
Internet  messaging  applications  across  all 
industry  sectors.  Such  horizontal  services 
abound: 

E-procurement  services  providers,  such 
as  Ariba,  automate  purchasing,  enforcing 
automatic  rules  that  stamp  out  maverick 
spending  and  delivering  purchasing  data 
to  accounting  systems  in  real  time. 

Enterprise  resource  management 


(ERM)  solutions  vendors — examples 
include  SAP  and  PeopleSoft — have  made 
their  wares  available  via  the  fee-for-service 
model  for  those  businesses  not  prepared  to 
implement  them  in-house. 

Supply  chain  and  e-logistics  services 
providers  respond  to  a  need  for  automa¬ 
tion  of  logistics  and  supply  chain  process¬ 
es  between  multiple  organizations. 

Customer  care  and  customer  relation¬ 
ship  management  (CRM)  services  have 
attracted  interest  from  businesses  in 
telecommunications,  retailing,  banking 
and  IT.  By  2005,  companies  will  be 
spending  more  than  $75  billion  a  year  on 


customer  care  services  and  nearly  $150 
billion  on  CRM  services,  notes  IDC. 

Knowledge  management  (KM)  services 
involving  the  running  of  corporate  KM 
initiatives  as  well  as  training  will  attract 
many  enterprises  over  the  next  few  years  as 
companies  focus  on  applying  solutions  to 
particular  business  problems  and 
processes. 

E-marketplace  services  providers  will 
be  busy  integrating  e-marketplace  systems 
with  the  internal  systems  of  participants. 
IDC  expects  companies  to  spend  $17  bil¬ 
lion  on  e-marketplace  services  by  2005. 

Convergence  zone 

What’s  currently  a  fragmented  xSP  envi- 


The  power  of  xSP  partnership 


Few  xSPs  deliver  complete 
service  suites — applications, 
hosting,  management  ser¬ 
vices — as  well  as  the  net¬ 
work  services  required  to 
power  them.  Instead,  to 
ensure  that  customers  get 
end-to-end  service  they  typi¬ 
cally  turn  to  partners  for  pro¬ 
visioning  of  network  connec¬ 
tions  between  their  data 
centers  and  customer  sites 
or  to  round  out  core  service 
offerings.  Examples: 

•  USinternetworking  (USi) 


has  become  a  Microsoft 
Gold  Certified  Partner, 
thus  becoming  a  pre¬ 
ferred  hosting  provider  for 
Microsoft  Exchange  2000. 
USi  also  partners  with 
Ariba,  Broadvision, 

Lawson  Software,  Oracle, 
PeopleSoft,  Plumtree  and 
Siebel. 

•  IBM  offers  its  independent 
software  vendor  clients 
help  turning  software  into 
a  service  with  its  ASP 
Prime  program. 


Blue  Martini  partners  with 
Accenture,  Akamai, 
CommerceOne,  Deloitte, 
Digital  Island,  TIBCO  and 
many  others. 

Corio  partners  with 
CommerceOne,  InterNAP, 
(i)Structure,  Kintana, 
Oracle,  PeopleSoft,  SAP, 
Siebel,  WebMethods  and 
XO  (formerly  Concentric). 
Siebel  Systems  partners 
with  Qwest. 

Unisys  partners  with 
Ariba,  SAP  and  Siebel. 
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ronment  is  evolving  as  large  telecommuni¬ 
cations  and  professional  services  compa¬ 
nies  embrace  the  xSP  model  and  as  a  few 
xSPs  such  as  USi  build  infrastructures 
engineered  to  delivery  of  Web-based  con¬ 
tent  and  information. 

USi,  which  is  ranked  by  IDC  as  the 
ASP  that  has  captured  the  most  revenue  in 
2000,  has  combined  a  global  network  and 
enterprise  data  centers  with  a  portfolio  of 
packaged  software  applications  and  cus¬ 
tom  hosting  solutions  for  CRM,  ERM,  e- 
business,  enterprise  messaging  and  e-pro- 
curement. 

United  Messaging’s  Trowbridge  sees 
an  evolution  underway.  “The  trend 
toward  ‘verticalization’ — firms  focused  on 
a  range  of  technologies  for  a  vertical  indus¬ 
try — will  create  service  providers  who  can 
be  a  ‘one-stop  shop’  for  medium  and  large 
enterprises,”  he  explains.  “These  BPOs 
will  ultimately  rely  on  a  variety  of  ‘hori¬ 
zontal’  providers  of  application  function¬ 


ality.  The  application  providers  will,  in 
turn,  rely  on  infrastructure  providers  who 
focus  on  running  network,  system  and 
operating  systems  in  high-availability, 
high-security  data  centers.” 

More  and  more,  then,  partnership  is 
becoming  convergence: 

•  Market-leading  consulting  companies 
commingle  business  process  outsourc¬ 
ing  with  the  economies  of  scale  of 
xSP-style  delivery.  Major  players  like 
IBM  Global  Services  and  Comdisco 
provide  services  wholesale  to  infra- 
structure-hungry  specialty  providers. 
Unisys’  Managed  Application  Services 
support  and  deliver  a  range  of  applica¬ 
tions  over  the  Web,  from  personal 
productivity  apps  like  Microsoft 
Office  to  complex,  analytical  e-busi¬ 
ness  apps. 

“Because  the  xSPs  provide  ‘point 
services’  they  need  to  be  bundled  in  a 
larger  solution,  which  is  aggregated  by 


the  legacy  sourcers,”  explains  Gartner’s 
Goodness. 

•  Demand  for  help  in  becoming  Web- 
enabled  has  inspired  a  merging  of  ASP 
and  Internet  services  companies  that 
offers  custom  development,  site  imple¬ 
mentation  and  legacy  integration  as 
well  as  application  hosting,  manage¬ 
ment  and  maintenance. 

“There  are  many  components  to  take 
into  consideration,”  points  out  USi’s 
Stern.  “There’s  the  network  and  platform, 
databases,  security,  continuous  operations, 
the  applications,  integration  and  24/7 
client  care.  Some  questions  regarding  this 
stack  of  components  can  be:  Does  the 
provider  have  expertise  at  every  level? 
Does  the  provider  have  proven  application 
expertise?  Does  the  provider  offer  these 
layers  of  the  service  stack  as  an  integrated 
solution?  Does  the  provider  guarantee  its 
service,  and  what  penalties  are  built  into 
the  contract  if  the  provider  fails?”  SD 


Increase  Messaging  Performance,  Reliability,  Scalability,  Security 
and  Reduce  Operational  Expense 


nited  Messaging  delivers  enterprise  messaging  solutions 
through  hosted  e-mail  and  professional  services.  Its  solutions 
increase  messaging  performance,  reliability,  scalability  and  security 
while  reducing  operational  expense.  Since  the  company  was 
founded  in  1 998,  it  has  had  a  singular,  exclusive  focus  on  enterprise 
messaging — a  business  model  and  target  market  many  of  its  com¬ 
petitors  are  just  now  embracing.  The  company  handles  more  than  1 
million  e-mails  per  day,  solely  for  enterprises. 

By  outsourcing  their  e-mail  services  to  United  Messaging,  enter¬ 
prises  reap  a  number  of  benefits  including:  improved  reliability  and 
performance,  reduced  investments,  elimination  of  systems  upgrade 
and  maintenance,  optimization  of  IT  resources,  and  added  scalability. 

Cost-Effective  Outsourced  Messaging  Solutions 
for  Enterprises 

United  Messaging  offers  cost-effective  outsourced  messaging  solu¬ 
tions  for  enterprises.  The  company  is  the  ONLY  enterprise-focused 
provider  offering  a  choice  of  solutions  based  on  Microsoft  Exchange, 
Lotus  Domino  and  Internet-based  applications.  The  company  offers 
complete  administration,  monitoring,  maintenance  and  technical  sup¬ 
port  services  for  all  of  its  outsourcing  clients. 

Outsourced,  Managed  Messaging — All  hosted  solutions  can 
include  e-mail,  calendaring  and  group  scheduling,  boundary  protec¬ 


tion  and  wireless  access.  The  company  services  can  be  tailored  into 
a  multitiered  solution — providing  power  e-mail  users  with  all  the 
tools  and  applications  they  require  while  providing  mid-level  and 
basic  level  e-mail  users  with  just  the  right  level  of  capability  they 
need. 

Regardless  of  platform  or  number  of  mailboxes,  United  Messag¬ 
ing’s  three-tier  help  desk  and  technical  support  team  assists  clients 
24/7.  In  addition,  the  company’s  secure,  simple-to-use  and  person¬ 
alized  Enterprise  Service  Portal  provides  client  users  and  e-mail 
administrators  with  24/7  access  to  a  variety  of  information  and  man¬ 
agement  resources. 

Message  Control™ — This  e-mail  firewall  service  filters  e-mail  for 
viruses,  spam  and  inappropriate  content.  It  is  also  a  tool  for  e-mail 
privacy  and  policy  enforcement  to  protect  both  the  employer  and 
employee. 

MailgrationSM — -This  proprietary  migration  process  enables  clients  to 
easily  move  from  one  e-mail  system  or  version  to  another. 

E-mail  Privacy  &  Policy  Workshop — An  onsite  interactive  work¬ 
shop  during  which  clients  develop  a  customized  e-mail  usage  policy. 


For  more  information,  visit  www.unitedmessaging.com. 
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Service-level  Agreements 
That  Measure  Value 

Just  as  business  objectives  drive  a  CIO’s  decision  about  what  to 
outsource,  business  objectives  also  determine  the  contents  of  the 
service-level  agreements  (SLAs)  that  detail  outsourcing  relationships. 


Typically,  an  SLA  describes  methodol¬ 
ogy,  action  plans  and  response  met¬ 
rics  for  problem  resolution,  articulates 
application  and  support  availability,  and 
establishes  penalties  for  failing  to  meet  per¬ 
formance  standards.  If  an  SLA  is  to  serve 
your  enterprise  well,  its  specifics  have  to  be 
driven  by  your  enterprise’s  business  objec¬ 
tives. 

And  since  business  objectives  generally 
aim  at  achieving  business  value,  you  also 
need  to  make  sure  that  your  SLAs  are 
based  on  metrics  that  quantify  what  your 
enterprise  considers  valuable.  Often,  these 
metrics  are  about  such  matters  as  the  abil¬ 
ity  to  scale  IT  services  to  meet  demand, 
adaptability  to  change  and  time-to-market 
rather  than  technical  issues.  When  it’s 
done  right,  it  can  pay  off. 

“Most  IT  organizations,”  says  Dean 
Davison,  vice  president  at  the  Meta 
Group,  “realize  improved  quality  by  fol¬ 
lowing  greater  process  discipline  that’s 
imposed  by  service  providers,  who  have 
liability  if  they  circumvent  defined 
processes  for  change  management  or  other 
routine  processes.” 

In  the  beginning 

To  ensure  that  the  right  measurements  are 
being  applied  in  an  SLA,  you  need  to 
think  through  what  you  expect  from  a  ser¬ 
vice  provider.  If  you’ve  engaged  a  provider 
to  streamline  operations,  then  you’ll  want 
to  use  different  ways  to  measure  results 
than  if  you’re  contracting  to  innovate  for 
the  sake  of  new  market  opportunities  or  to 
slash  costs. 

What’s  more,  SLAs  should  be  able  to 
measure  continuing  improvements 
throughout  a  relationship  with  a  service 


provider.  Thus  it’s  becoming  more  com¬ 
mon  for  long-term  service  contracts  to 
include  benchmarks  against  which  service 
performance  is  measured.  Incentives  as 

Have  the  xSP’s  services 
been  tested  by  independent 
specialists  who  undertake 
real-time  intrusion  to  test 
security  capabilities? 

well  as  penalties  are  increasingly  being 
tied  to  business  benefits  so  that  enterpris¬ 
es  reward  service  providers’  impact  on  the 
business  rather  than  simply  hours 
worked. 

As  interest  in  assessing  the  business 
value  of  services  intensifies,  new  kinds 
of  events  are  being  measured  too. 
Continuous  improvement,  for  instance,  is 
often  driven  by  innovation — and  innova¬ 
tion  can  be  measured  by  monitoring  how 
service  providers  and  in-house  teams  han¬ 


dle  technology  planning  and  implementa¬ 
tion  processes. 

Anticipating  change 

Since  nothing  stays  the  same  forever,  or 
even  for  very  long,  effective  service 
provider  contracts  also  need  to  anticipate 
change. 

It’s  important  to  build  into  contracts 
an  ability  to  change  not  just  the  services 
delivered  but  also  the  service  provider  rela¬ 
tionship  itself.  A  relationship  built  initial¬ 
ly  on  your  enterprise’s  need  to  streamline 
operations  may  transition  into  one  found¬ 
ed  in  your  enterprise’s  new  need  for  inno¬ 
vation.  When  that  happens,  everything 
changes:  new  kinds  of  services  have  to  be 
measured  in  new  ways  in  an  effort  to  reach 
new  business  goals. 

“The  biggest  problem  in  negotiating 
SLAs,”  says  Meta  Group’s  Davison,  “is 
that  the  IT  organization  does  not  really 
understand  the  level  of  service  it  is  provid¬ 
ing  today — so  either  it’s  disappointed 
when  service  is  poor  or  surprised  when 
higher  service  levels  cost  more  money.”  SD 
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Since  different  businesses  use  different  messaging  solutions,  every  business  can  benefit 
from  the  global  expertise  of  United  Messaging.  That’s  because  we  design  our  systems  to 
work  with  all  of  the  leading  platforms.  Whether  you  use  Microsoft  Exchange®,  Lotus  Notes® 
or  Internet  mail,  United  Messaging  provides  solutions  that  exceed  your  expectations 
while  intergrating  seamlessly  with  your  current  environment.  So  you  can  work  smarter 
and  faster  without  any  unnecessary  disruptions.  After  all,  being  100%  focused  on  business, 
we  wouldn’t  have  it  any  other  way.  For  the  best  choice  in  enterprise  messaging, 
call  United  Messaging  at  1-888-993-5088,  or  visit  us  atwww.unitedmessaging.com. 
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The  Tenth  Annual 


nterprise  Value  Retreat  Awards  Ceremony 


January  27-30,  2002  •  Loews  Ventana  Canyon  Resort  •  Tucson,  Arizona 


The  Enterprise  Value  Awards® 
Ceremony  is  proudly 
underwritten  by 


Harvard  Business  School  Professor 
F.  Warren  McFarlan  focuses  his 
considerable  energy  on  case 
studies  which  assess  the  strategic 
advantages,  uncertainties  and  pit- 
falls  of  E-investments.  Top  IT  and 
business  executives  actively  partic¬ 
ipate  in  the  thought-provoking  and 
rigorous  program  designed  to 
explore  information  technology's 
strategic  value  to  the  enterprise. 

Tuesday  evening  everyone  gathers 
for  the  dinner  and  award  ceremony 
to  honor  this  year's  Enterprise 
Value  Awards  winners,  and  to 
celebrate  the  power  of  IT  to 
fundamentally  transform  how 
business  gets  done. 


■j. " 
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To  enroll  or  for  more  information,  call  800-355-0246, 
or  visit  our  Web  site  at  www.cio.com/conferences. 


trendlines 


CONSULTING 


How  to  Teach  an  Old  Suit 


New  Tricks 


By  Ben  Wo  rthen 


THE  RICHMOND,  VA.,  headquarters  of 
innovation  consultancy  Play  can  take  the 
starch  out  of  even  the  most  rigid  corporate 
collar.  The  floors  are  cluttered  with  four¬ 
square  courts  and  trampolines,  the  walls 
adorned  with  chalk  graffiti.  Play’s  Executive 
Storyteller  Jennifer  Ebert,  sounding  like  a 
lecturer  in  Anthro  101,  says  that  the  com¬ 
pany  uses  symbols,  values  and  artifacts  in  its 
offices  to  form  a  creative  culture. 

Play  is  one  of  a  growing  number  of  con¬ 
sultancies  that  purport  to  help  older  (read: 
less  creative)  organizations  act  like  young 


companies.  “They  know  they  must  become 
more  innovative  and  creative,  but  they  don’t 
know  how  to  do  it,”  Ebert  says.  “They 
know  it  can’t  be  done  in  a  one-day  retreat; 
they  need  a  long-term  sustainable  culture 
change.”  Play  uses  toys  in  the  office  to  open 
its  clients’  minds  and  start  them  on  the  road 
to  “looking  at  more  stuff  and  thinking 
about  it  harder” — the  company’s  mantra. 

If  rubber  balls  and  finger  paints  won’t 
stimulate  your  crew,  try  the  Eureka  Ranch 
in  Cincinnati,  where  new  ideas  are  herded 
like  cattle.  Head  Rancher  Doug  Hall  leads 


clients,  such  as  Coca- 
Cola  and  American 
Express,  through  the 
ranch’s  entry  point,  the 
Brain  Brew  Saloon,  en 
route  to  a  three-day  session. 

Whether  garish  themes  and  kitschy  decor 
will  enable  upstarts  to  compete  with  the  big 
boys — Boston’s  Gen3  Partners  or  San 
Francisco’s  Strategos,  two  companies  with 
a  history  of  helping  clients  use  technology  to 
innovate — remains  to  be  seen.  But  hey,  it’s 
certainly  creative. 
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Save  time.  Save  money. 

(Heck,  you'll  even  save  on  pencils,  forms  and  clipboards.) 
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hlhen  Chicago  Messenger  Service 
wanted  to  streamline  their  dis¬ 
patch  operation,  SkyTel  had  the 
answer:  a  customized  application 
Tor  the  Motorola  Timeport™  P935 
Personal  Communicator. 

The  Field  messengers  receive  job 
orders,  track  them  and  mark  them 
complete,  right  From  their  device. 
There’s  no  paperwork.  No  cellular 


static.  No  time  lost. 

Rll  data  is  immediately  transmit¬ 
ted  back  to  the  central  database. 
Rnd  since  it’s  SkyTel  service,  every 
word  is  guaranteed  to  get  there. 

Ue  have  wireless  solutions 
For  sales  Force  automation,  data 
collection,  and  inventory  control. 
Save  yourselF  time,  money  and 
aggravation— call  SkyTel. 
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©2001  SkyTel  Corp.  All  rights  reserved.  SkyTel  is  a  registered  trademark  of  SkyTel  Corp.  Motorola  and  Timeport  are  trademarks  of  Motorola,  Inc. 


trendlines 


Washington 


Watch 


Challenging  and 
Changing  UCITA 

THE  LAWYERS  who  drafted  the  pro¬ 
posed  Uniform  Computer  Information 
Transactions  Act  (UCITA),  intended  to 
standardize  software  contract  language, 
are  currently  rethinking  their  word¬ 
ing  in  the  face  of  mounting  opposition 
from  just  about  anyone  who  isn’t  a  ven¬ 
dor.  Now  the  National  Conference  of 
Commissioners  on  Uniform  State  Laws 
(NCCUSL),  the  group  of  commercial  law 
experts  who  wrote  UCITA,  is  plan¬ 
ning  a  November  forum  in  Washington, 
D.C.,  where  critics  will  be  able  to  voice 
their  objections  to  the  document. 

In  states  that  adopt  it,  UCITA  would 
drastically  limit  vendor  responsibility  for 
software  problems  that  might  develop 
after  the  buyer  opens  the  shrink-wrapped 
package.  CIOs  worry  that  UCITA’s  provi¬ 
sions  give  the  vendors  an  easy  out  when 
software  doesn’t  do  what  it’s  supposed  to. 

As  we  noted  in  the  April  15  issue,  oppo¬ 
nents  have  been  gaining  ground  and  block¬ 
ing  passage  of  UCITA  legislation  in  many 
states.  North  Carolina,  Iowa  and  West 
Virginia  have  even  passed  laws  that  make 
it  hard  for  vendors  to  enforce  UCITA- 
based  contracts  there.  “Unless  there  is 
compromise,  UCITA  will  only  be  passed  in 
a  few  states,”  says  Dave  McMahon,  indi¬ 
vidual  consumer  representative  for  the 
Sacramento,  Calif.-based  Americans  for 
Fair  Electronic  Commerce  and  Transac¬ 
tions,  an  anti-UCITA  lobbying  group. 

NCCUSL’s  chairman,  Carlyle  C.  Ring, 
of  the  UCITA  drafting  committee,  says  the 
coming  forum  doesn’t  mean  UCITA  is  on 
its  way  out.  “Many  of  the  projects  on  uni¬ 
form  state  laws  go  through  a  process  of 


Edited  by  Elana  Varon 


evolution,”  he  says. 

At  the  November  forum  (no  date  had 
been  announced  at  press  time),  anyone  will 
be  able  to  propose  amendments  to  UCITA. 
Assuming  some  amendments  are  adopted, 
expect  a  new  version  of  UCITA  next  sum¬ 
mer.  Meanwhile,  the  current  version  is  on 
hold.  -Joe  Kendall 


Famished  for 
Frequency 

WIRELESS  VENDORS  are  currently 
lobbying  the  government  to  begin  auction¬ 
ing  off  the  radio  frequency  spectrum  used 
by  the  military.  The  idea  is  to  accelerate  the 
deployment  of  third-generation  (3G)  wire¬ 
less  services.  The  vendors  contend  that  the 
Defense  Department  is  hogging  the  primo 
frequencies — 1755  to  1850MHz 
— that  most  other  countries  plan 
to  use  to  carry  3G  signals.  At  a 
July  24  hearing  of  the  Subcom¬ 
mittee  on  Telecommunications 
and  the  Internet,  Denny  Strigl, 
president  and  CEO  of  Verizon 
Wireless,  said  that  if  we  don’t 
follow  suit,  American  wireless 
devices  won’t  work  overseas. 

The  vendors  say  that  the  cost 
of  moving  military  communica¬ 
tions  to  another  portion  of  the 
spectrum  could  be  covered  by 
the  dollars  raised  by  the  auction. 

Making  the  switch  would  take 
10  to  15  years,  and  some  ana¬ 
lysts  think  that  that’s  just  about 
how  long  it  will  take  CIOs  to 
deploy  3G  technology.  Defense 
officials  say  they’re  willing  to  do 
it  as  long  as  they  get  enough  fre¬ 
quency  to  replace  the  slots  they 


give  up.  Reps.  Billy 

Tauzin  (R-La.),  chair¬ 
man  of  the  House 
Committee  on  En¬ 
ergy  and  Commerce, 
and  Fred  Upton  (R- 
Mich.),  chairman  of 
the  telecommunica- 
Billy  Tauzin  tions  subcommittee, 
say  the  government 
needs  a  coherent  strategy  for  allocating  the 
spectrum  for  wireless  services,  of  which 
promoting  3G  technology  would  be  a  part. 

But  Michael  King, 
senior  industry  ana¬ 
lyst  at  Stamford, 

Conn. -based  Gartner, 
says  the  vendors  are 
blowing  smoke.  “A 
lot  of  other  technolo¬ 
gies  can  take  care  of 
this  [problem],”  King 
says.  For  example,  Fred  Upton 
new  types  of  wireless 
radios  and  phones  coming  on  the  market 
will  be  able  to  operate  on  multiple  fre¬ 
quencies,  making  the  need  to  reallocate 
the  spectrum  moot.  Like  buying  a  hair 
dryer  that  works  whether  you’re  in  L.A.  or 
London.  -/.K. 

Is  action— or  inaction— in  Washington  thwarting 
your  technology  plans?  Tell  Senior  Editor  Elana 
Varon  at  evaron@cio.com. 


“The  FBI  needs  to  join 
the  21st  century. 
There  are  more  than 
13,000  desktop 
computers  that 
are  so  old  they 
can’t  run  on 
today’s 
basic 

software.” 

-Sen.  Patrick  Leahy  (D-Vt.) 
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AJILONL  www.ajilon.com 
The  human  side  of  information  technology. 


If  your  network  is  holding  you  hostage,  it’s  time 
to  take  control.  You  can  start  by  calling  Ajilon. 
Our  highly  trained  IT  consultants  will  step  up 
and  show  your  system  who's  boss.  Because  they 
know  a  lot  about  business  and  even  more  about 
computers,  our  consultants  can  add  a  human  element 
to  any  network.  And  that's  the  secret  to  success. 


99.999%  uptime.  For  a  server  operating  system,  it’s  a  measure  of  reliability  that  translates  into  just  over  five  minutes  '■ 
of  server  downtime  per  year.*  For  your  business,  that  means  servers  are  up  and  running  when  people  need  them.  Of  3 
course,  rumors  of  this  99.999%  uptime  usually  start  under  ideal  lab  conditions.  But  where  are  these  five  nines  when  i 

your  business  needs  them?  If  you’re  using  Microsoft®  Windows®  2000  Server-based  solutions,  they  may  be  closer  than  1 

. 

you  think.  Today  Starbucks,  FreeMarkets  and  MortgageRamp,  an  affiliate  of  GMAC  Commercial  Mortgage,  are  using 


^Swindows  2000 

^  1  ■  Server  Family 


The  once-exclusive  five  nines.  Soon  they  will  be  everywhere. 


•This  level  of  availability  is  dependent  on  many  factors  outside  of  the  operating  system,  including  other  hardware  and  software  technologies,  missioivcritlcal  operational  processes  and  professional  services.  ©  2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft.  Windows,  and  the  Windows  logo 
are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective  owners. 


Windows  2000  Server-based  systems  designed  to  deliver  99.999%  server  uptime.  Of  course,  not  all  installations 
require  this  level  of  reliability,  but  one  thing  is  for  sure:  The  Windows  2000  Server  family  can  help  you  get  to  the  level  of 
reliability  you  need.  In  fact,  industry  leaders  such  as  Compaq,  Dell,  Hewlett-Packard,  IBM,  Unisys,  Stratus  and  Motorola 
Computer  Group  can  work  with  you  to  deliver  solutions  with  up  to  five  nines  uptime.  To  learn  more  about  server  solutions 
you  can  count  on,  visit  microsoft.com/windows2000/servers  Software  for  the  Agile  Business. 
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ROBOTICS 


Bringing  Up 
Robo-Baby 


FOUR-YEAR-OLD  KISMET  has  learned 
to  speak  her  own  name,  and  Cynthia 
Breazeal  couldn’t  be  more  proud.  Kismet’s 
not  a  late  bloomer,  she’s  a  humanoid 
robotic  platform.  And  she’s  showing  defi¬ 
nite  progress. 

Strictly  speaking,  Kismet  is  really  an  it, 
not  a  she,  but  it  is  Breazeal’s  baby,  figura¬ 
tively  and  literally.  An  assistant  professor 


By  Stephanie  Overby 


at  MIT’s  Media  Lab,  Breazeal 
developed  the  15-pound  head 
and  neck  that  make  up  Kismet,  who  looks 
like  a  cross  between  1980s  film  characters 
Johnny  #5  from  Short  Circuit  and  big-eared 
Gizmo  from  Gremlins. 

Inspired  by  theories  of  child  develop¬ 
ment,  Breazeal  set  out  to  create  an  auton¬ 
omous,  socially  intelligent  robot  that  like  an 


METRICS 


Growth  Noticed 


WHO’S  THRIVING  in  today’s 
atmosphere?  Deloitte  Touche 
Tohmatsu  recently  released  its  fifth 
annual  list  of  the  200  fastest-growing 
companies  in  the  world.  Honorees 
culled  from  an  original  group  of 
25,000  candidates  include  Boeing, 
Check  Point  Software  Technology, 
Citigroup,  German  manufacturer 
Elring  Klinger  and  General  Electric. 

To  make  the  list,  companies  had  to 
exhibit  resilience  under  pressure,  says 
Thomas  Doorley,  CEO  of  Sage 
Partners  and  retired  senior  partner  at 
Deloitte  Touche  Tohmatsu.  "It  takes  a 
focus  on  three  areas  of  success:  creat¬ 
ing  value  for  your  customers,  creating 
an  atmosphere  in  which  talented  peo¬ 
ple  want  to  work  and  creating  value 


for  your  investors,”  Doorley  says. 
“Most  of  the  24,800  companies  that 
didn’t  make  the  list  didn’t  hit  all  three 
factors."  In  constructing  the  list, 
Deloitte  looks  at  a  candidate’s  track 
record  over  the  previous  three  years 
to  verify  sustained  performance  and 
not  just  short-term  success. 

Of  the  200  companies  on  this 
year’s  list,  26  have  made  the  cut  for 
the  past  three  years.  Deloitte’s  study 
found  that  the  fastest  revenue  growth 
in  the  top  200  took  place  in  sectors 
such  as  utilities,  transportation  and 
energy.  The  average  revenue  growth 
for  top  200  companies  in  the  technol¬ 
ogy  sector  was  40  percent. 

The  full  list  is  available  through 
www.deloitte.com.  -Simone  Kaplan 


infant  becomes  more  sophisticated  through 
communication  and  interaction  with  peo¬ 
ple.  Her  work  is  a  step  toward  the  ultimate 
goal:  robots  that  adjust  their  behaviors  to 
humans  rather  than  the  other  way  around. 
Breazeal  expects  the  eventual  practical 
applications  for  this  technology  to  be  the 
development  of  children’s  toys  followed  by 
domestic  robots. 

Rather  than  feed  Kismet  data  sets, 
Breazeal  began  by  writing  special  software, 
which  runs  on  one  computer,  to  create 
Kismet’s  drives  and  emotions.  Wired  with 
an  active  stereo  vision  system,  speakers, 
microphone,  speech  synthesizer  and  facial 
features  that  display  a  wide  range  of  expres¬ 
sions,  Kismet’s  first  social  interactions  were 
written  all  over  its  face.  Look  at  Kismet  and 
it  may  open  its  big  blue  eyes  wider  and 
smile.  Leave  it  alone  too  long  and  its  face 
is  forlorn.  Overstimulate  it  and  it  may  look 
annoyed. 

In  the  last  year,  Breazeal  has  begun  to 
teach  Kismet  how  to  talk. .  .sort  of.  “Kismet 
babbles,”  says  Breazeal,  but  the  robot  has 
been  able  to  mimic  its  own  name,  its 
favorite  toys  and  certain  colors.  Kismet  and 
Breazeal  also  engage  in  “proto-dialogue,” 
the  kind  of  back-and-forth  quasi  conversa¬ 
tion  a  parent  has  with  a  baby  without  using 
any  real  words. 

“The  fact  that  it’s  a  machine  melts  away 
when  you  begin  to  interact  with  it,” 
Breazeal  explains.  “Maybe  someday  it  will 
be  a  genuine  creature  in  its  own  right.” 


“JUST  BECAUSE  YOUR  VOICE  REACHES  HALFWAY  AROUND  THE  WORLD 
doesn’t  MEAN  YOU  ARE  WISER  THAN  WHEN  IT  REACHED  ONLY  TO 

THE  END  OF  THE  BAR.”  -Edward  R.  Murrow,  journalist  (1908-1965) 
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IF  YOU  COULD  PRINT  WHILE  YOU  SCAN 
COPY  WHILE  YOU  E-MAIL. 

SCAN  WHILE  YOU  FAX, 

AND  DO  IT  ALL  WHILE  PRINTING 
UP  TO  3X  FASTER... 


fJPi  3  The  Xerox  Document  Centre  family  of  network  multi-function  systems  saves  you  the  most  time  and  money  by  delivering 
I  unmatched  productivity.  Our  uniquely  intuitive  screens  make  it  easier  for  anyone  to  print,  scan,  copy,  fax  -  and  now, 
J8lSi=§»“  even  e-mail  documents  from  our  Document  Centre  consoles.  Document  Centres  are  fast  because  they're  intelligent.  So 
intelligent,  in  fact,  depending  on  the  Document  Centre  system  you  choose,  it  allows  you  to  use  different  functions  simultaneously  while 
printing  up  to  3X  faster  than  leading  competitors  in  its  class*  The  result  is  cost-crunching  productivity  that'll  have  everyone  smiling. 


SMILE.  NOW  YOU  CAN  LEARN  HOW  TO  LOWER  COSTS  AND  TAKE  YOUR  OFFICE  PRODUCTIVITY  TO  THE  NEXT  LEVEL  WITH  OUR  FREE 
"PLANNING  GUIDE  FOR  SENIOR  EXECUTIVES."  TO  GET  YOURS,  CALL  1  800  ASK  XEROX,  EXT.  369  OR  VISIT  WWW.XEROX.COM/SMILE 

THE  DOCUMENT  COMPANY 


XEROX 


‘Based  upon  independent  testing  versus  leading  competitive  products  conducted  by  BERTL  (Digital  Test  Lab).  Reports  dated  February  2001.  XEROX,®  The  Document  Company®  and  Document  Centre®  are  trademarks  of  XEROX  CORPORATION. 
These  models  may  contain  some  recycled  components  that  are  reconditioned. 
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The  Party’s  Over 


Partners.com:  How  to  Profit  from  the 
New  DNA  of  Business 
By  Michael  J.  Cunningham 

Perseus  Publishing,  2001,  $ 27.50 
Ever  show  up  at  a  Halloween  party  clad 
in  the  most  ridiculous  costume  you  could 
get  your  hands  on,  only  to  find  it’s  not  a 
costume  party?  Perseus  Publishing  and 
Author  Michael  Cunningham  might  be 
wearing  that  panic-stricken 
look  after  the  recent  release 
of  Partners.com,  a  book 
whose  title  contains  the 
dreaded,  now-pejorative  dot¬ 
com.  And  worse,  its  subtitle 
implies  there’s  something 
new  going  on  in  business — 
even  though  2001  has 
proved  that  the  vaunted  new 
economy  ain’t  no  different 
from  the  old  one. 

Still,  let’s  not  judge  a  book 
by  its  cover.  Cunningham’s 
idea  is  sounder  than  the  jargon  in  the 
title — doing  partnerships  right  or  wrong 
can  dictate  the  entire  direction  of  your 
business.  And  Cunningham  gives  us  quite 
an  aerial  view  of  that  thesis  in  his  book. 
Unfortunately,  there  isn’t  as  much  how-to 
in  this  how-to  book  as  this  reviewer 
wanted. 

Cunningham’s  at  his  best  and  clearly 
most  comfortable  when  he  starts  in  on  a 
case  study  or  writes  from  personal  experi- 

cio.com _ 


Read  book  reviews,  excerpts 
and  interviews  with  best-selling 
authors  in  the  READING  ROOM  at 
www.cio.com/books. 


ence.  But  he  constantly  floats  away  from 
the  practical  to  explain  the  next  big  con¬ 
cept  or  cute  metaphor.  For  example,  after 
a  strong  section  of  case  studies  and  expla¬ 
nations  of  types  of  partnerships  (a  list 
clearly  extracted  from  his  consulting  expe¬ 
rience),  Cunningham  goes  into  a  chapter 
titled  “Building  a  Partner- Ready  Organi¬ 
zation  (The  B2x  Corporation)”  that  starts 
off  talking  about  linking  vision  and  values. 
Suddenly,  instead  of  being  on  the  ground, 
in  the  thick  of  things,  we’re  30,000  feet 
up  in  the  air.  Likewise,  a  long  section  on 
customer  relationship  management  delin¬ 
eates  the  concept’s  premise  and  the  basic 
ways  to  get  there,  but  offers  little  real- 
world  analysis.  Cunningham  hardly 
acknowledges  the  pain  CRM  has  brought 
to  CIOs — or  to  customers,  for  that  matter. 

Partners.com  will  satisfy  tech  executives 
who  want  a  high-level  overview  of  cur¬ 
rent  concepts.  But  I  fear  most  of  you  know 
what  CRM  means  and  don’t  have  time  for 
the  airplane  ride,  since  you’re  down  on 
the  ground,  trying  to  make  all  of  it  work. 

-Scott  Berinato 


CIO  Best-Seller  List 


5. 

First,  Break  All  the  Rules: 

What  the  World’s  Greatest  Managers 
Do  Differently 
by  Marcus  Buckingham  and 
Curt  Coffman 
Simon  &  Schuster,  1999 


4. 


Now,  Discover  Your  Strengths: 
The  Revolutionary  Program  That 
Shows  You  How  to  Develop 
Your  Unique  Talents  and  Strengths 
by  Marcus  Buckingham  and 
Donald  0.  Clifton 
The  Free  Press,  2001 


3. 


Fish!  A  Remarkable  Way  to  Boost 
Morale  and  Improve  Results 
by  Stephen  C.  Lundin,  Harry  Paul 
and  John  Christensen 
Hyperion,  2000 


2. 


Next:  The  Future  Just  Happened 
by  Michael  Lewis 
W.W.  Norton  and  Co.,  2001 


1. 


Who  Moved  My  Cheese? 
by  Spencer  Johnson 
The  Putnam  Publishing  Group,  1998 


Book  Talk 

“Where  I’ve  seen  executives  fail  more  and  more  these  days 
is  their  incapacity  to  continue  to  learn.  And  often  that 
comes  about  because  they’ve  got  the  habit  of  success. 
There’s  a  great  line  from  the  Samuel  Beckett  play  Waiting 
for  Godot ,  where  one  of  the  two  characters  says  to  the 
other,  ‘Habit  is  a  great  deadener.’” 

-From  a  CIO  Radio  (www.cio.com/radio)  interview  with  Warren  G.  Bennis,  author  of 
Managing  the  Dream:  Reflections  on  Leadership  and  Change  (Perseus  Publishing,  2000) 
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WHAT  MATTERS  TO  YOU? 

At  BindView,  the  integrity  of  the  IT  infrastructure 
is  what  matters.  Our  software  solutions 
are  used  to  assess,  audit,  and  administer  the 
platforms,  operating  systems,  directories,  and 
applications  of  corporations  worldwide. 

Ensuring  the  integrity  of  your  IT  infrastructure. 

www.blndvlew.com 

Request  our  2001  Corporate  Brochure. 

BINDVIEW 

Integrity.  IT  Matters 
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Odor  Theaters 


By  Ben  Worthen 


AT  THE  MAYFAIR  THEATER  in  New 

York  City  on  Dec.  2,  1959,  opening-night 
audiences  of  Behind  the  Great  Wall,  a 
documentary  on  China,  got  a  whiff  of 
Aromarama,  a  process  where  scents  were 
added  to  the  filmgoing  experience  through 
the  theater’s  air-conditioning  system.  Sadly, 
the  electronic  filters  that  were  supposed  to 
remove  the  odors  didn’t,  and  the  audience 
choked  through  the  accumulated  fumes  of 
the  process’s  debut — and  finale.  Rival 
Smell-O-Vision,  which  released  scents 
through  mini-atomizers  between 
rows  of  seats,  premiered  a  month 
later  in  the  appropriately  titled  Scent 
of  Mystery  at  Chicago’s  Cinestage 
Theater;  but  it  met  a  similar  fate. 

Adding  scents  to  movies  was 
so  unsuccessful  that  the  concept 
wasn’t  revived  until  21  years  later, 
when  John  Waters  distributed 
scratch-and-sniff  cards  to  Baltimore 
audiences  of  his  1981  film 
Polyester.  Mercifully,  it  was  again 
put  to  rest.  Until  now. 

New  Delhi  native  Sandeep  Jaidka 
has  patented  a  system  in  which  films 
can  be  encoded  with  digital  signals 
that  cause  scents  of  waterfalls,  gar¬ 
dens  and  kitchens,  among  other 
things,  to  be  emitted  in  the  theater. 

When  a  film  reaches  a  particular 
scene,  say  on  top  of  a  mountain, 
binary  signals  are  sent  to  a  decoding 
device,  which  releases  the  proper 
blend  of  gases  and  perfumes  to  create 
the  smell  of  a  mountaintop  and  low¬ 
ers  the  room  temperature,  to  create 
an  appropriate  chill.  The  odors  are 


removed  through 
vents  in  the  theater, 
and  the  device,  capa¬ 
ble  of  detecting  lin¬ 
gering  smells,  knows 
not  to  release  new  ones 
before  old  ones  are  cleared. 

Jaidka  described  his  device  as  “very  sim¬ 
ple”  in  an  interview  with  Reuters  earlier 
this  year.  And  it  will  have  to  be,  to  gain 


TELECOM 


wm-: 


the  widespread  adoption  its  predecessors 
did  not.  If  it  fails  to  catch  on,  we  still  won’t 
know  what  a  flash  in  the  pan  smells  like. 


These  Booths  Are  Made  for  Talkin’ 


WITH  PAY  PHONE  USAGE  on  the 

decline  in  the  United  States  (see  “Super¬ 
man’s  Locker  Room,"  Trendlines,  June  1, 
2001),  telecommunications  companies 
are  looking  for  new  ways  to  spruce  up— 
and  make  money  on— the  old  sidewalk 
standby. 

New  York  City-based  AT&T  has  un¬ 
veiled  public  telephones  that  combine 
high-speed  Internet  connections  and 
e-mail  access  with  voice  calling.  The 
Public  Phone  2000i,  which  includes  a 
12-inch  touch-screen,  keyboard  and 
touch  mouse  pad,  will  replace  some  of 
AT&T's  existing  phone  booths  in  airports, 
resorts  and  conference  centers.  The  com¬ 
pany  has  already  installed  90  new 
phones  at  airports  in  Atlanta,  Dallas-Ft. 
Worth,  Miami,  Newark,  N.J.,  and  New 
York  City.  The  fee  to  use  the  2000i  is 


25  cents  per  minute,  with  a  four-minute 
minimum. 

The  nascent  market  for  Internet  access 
terminals  and  limited-functionality  Web 
phones,  which  stood  at  $33.6  million  in 
1999,  could  grow  to  $1.4  billion  by  2006, 
according  to  San  Jose,  Calif.-based  con¬ 
sultancy  Frost  &  Sullivan.  AT&T  says  one 
source  of  its  revenue  from  the  Public 
Phone  2000i  will  be  advertising  space  on 
its  video  screens,  which  can  change  the 
ads  it  displays  according  to  time  of  day, 
vertical  market  or  holiday  season.  When 
an  ad  is  touched  or  clicked,  the  user  con¬ 
nects  to  the  advertiser’s  website  for  free. 

AT&T  is  also  installing  600  public 
phones  at  John  F.  Kennedy  and  La 
Guardia  airports  that  will  provide  a  data 
port  and  voice  calling. 

-Stephanie  Overby 


“CHANGING  E-MAIL  SYSTEMS  IS  LIKE  PAINTING  YOUR  HOME  BECAUSE 
YOU  DON'T  LIKE  THE  COLOR:  [IT’S]  LOTS  OF  WORK,  AND  YOU  HATE 
YOURSELF  HALFWAY  THROUGH,  BUT  THE  RESULTS  WILL  LIKELY  MAKE 

YOU  HAPPY.”  -John  A.  Zarb,  vice  president  and  CIO,  Libbey 
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Hours  away  from  the  office.  Seconds  away  from  e-mail. 


Introducing  Corporate  E-mail  PLUS 
The  way  wireless  e-mail  should  be. 


Go.  Business  will  follow. 


It's  what  your  employees  need  to  be  truly  productive.  So  give  it 
to  them — with  the  only  solution  that  combines  the  security  of 
wireless  corporate  e-mail  from  BlackBerry™  and  the  speed  of 
Interactive  Messaging  PLUS.  So  now  your  employees  can 
communicate  and  share  information  wherever  and  whenever 
they  need  to.*  Isn't  it  about  time  you  found  the  wireless  solution 
that  does  more  for  your  business? 


Cingular  Interactive ,  a  business  unit  of  Cingular  Wireless ,  offers  a 
range  of  proven  wireless  data  solutions  including  Corporate  E-mail  PLUS. 
Call  1-866-281-7551  or  visit  cingularinteractive.com/ce39  to  find  out  how 
we  can  help  your  business  today. 


7>5T 

BLACKBERRY 

WIRELESS  EMAIL  SOLUTION 


Cingular  Interactive  is  a  business  unit  of  Cingular  Wireless,  a  joint  venture  of  eleven  companies  including  SBC  and  BellSouth. 

*Coverage  available  in  more  than  93%  of  U.S.  urban  business  population.  ©2001  Cingular  Interactive,  L.P.  All  rights  reserved.  Cingular  and 
the  Cingular  logo  are  service  marks  of  Cingular  Wireless  LLC.  RIM,  the  RIM  logo,  BlackBerry,  the  BlackBerry  logo  and  the  "envelope  in 
motion"  symbol  are  trademarks  of  Research  In  Motion  Limited — used  by  permission. 
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Remote  Control 


Carrying  Case 
(optional  for  151MP  only) 


TV  Tuner  Module 
(optional) 
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Video  Cable 
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Finally,  there's  a  monitor  that 
moves  at  the  speed  of  your 
life.  The  new  171 MP  and  151 MP 
monitors  from  Samsung  deliver 
extraordinary  possibilities. 

Work,  play,  and  relax — in  any  room.  From  the  kitchen 
the  kids'  room  to  the  home  office,  the  new  MPs  offer 

freedom  from  traditional  settings.  No 

■ 

matter  where  you  use  it,  an  MP 


monitor  gives  you  the 

'£■  ::  y  ■ 


convenience  of  multiple 
functions  in  a  single  unit. 


You  can  even  take  your  MP  with  you. 


With  a  lightweight  design  and  optional  shoulder  bag, 
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mmmh 

MP  monitors  are  ready  for  anything 

.  . 
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Use  the  12V  adapter  to  play  a 
f  movie  for  the  kids  on  your  next 
road  trip,  or  watch  your  favorite 
TV  show  at  the  beach  with  the 


digital  viewing,  and  you  can  make  any  place  feel  like  a 
movie  theater. 


Best  of  all,  the  new  MP  series  lets  you  create  the 

now 


state-of-the-art  modular  components. 


the  new  MP  series. 


www.samsungmonitop.com 
1-888-245-3300  dept  #115 
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Samsung  monitors  are  backed  by  award  winning  technology. 
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Insights 

Experience  Counts 


How  to  Be  a 
Turnaround 

CIO 

Warning:  May  not  be  suitable  for  the  faint  of  heart 

BY  MIKE  ANDERSON 

SOME  YEARS  AGO,  I  was  hired  to  turn  around  a  failing  IT  department  at 
a  midsize  retailer  in  the  Midwest.  The  company  had  an  IT 
budget  of  $10  million  and  more  than  50  IT  associates,  but  there 
was  no  CIO  or  IT  director;  the  most  senior  IT  person  was  a 
homegrown  senior  programmer  with  no  professional  technical 
training  or  experience.  So  the  company  hired  me  as  a  temporary 
CIO,  which  was  a  pretty  radical  concept  back  then. 

Unfortunately,  as  is  common  among  growth  companies,  this 
organization  had  charged  its  controller  with  making  the  critical 
IT  decisions  and  setting  strategic  direction.  I  say  unfortunately 
because,  while  sometimes  necessary  in  a  pinch  and  occasionally 
effective,  that  strategy  usually  doesn’t  work  for  long.  Sure 
enough,  the  enormity  of  the  responsibility  soon  overwhelmed  this 
controller.  IT  problems  abounded.  Senior  management  blamed 
everyone  from  “prima  donna  programmers”  to  vendors  who 
could  not  be  trusted.  Finally  the  company  recognized  that  it 
needed  some  outside  help.  My  original  agreement  was  for  six 
months,  but  it  ended  up  being  a  year — at  the  client’s  request. 

It  was  an  interesting  assignment,  to  say  the  least.  Let  me 
share  what  I  learned  about  being  a  turnaround  CIO. 


Survey  the  Beast 

Upon  joining,  I  found  morale  to  be  horrid  and  turnover  in 
excess  of  50  percent.  Spending  was  out  of  control  because  of 
several  false  starts  on  some  large  systems,  and  no  one  in  IT 
was  accountable  for  managing  the  budget.  Users  had  no  con¬ 
fidence  in  the  department’s  ability  to  bring  a  project  in  on 
time,  and  30  percent  of  the  IT  organization  (about  half  the 
IT  budget)  consisted  of  consultants  who  basically  ran  the 
show.  Hardware  would  crash  daily,  and  users  had  no  confi¬ 
dence  in  the  validity  of  information  they  got  from  the  sys¬ 
tem.  Programmers  spent  their  day  fixing  data  corrupted  by 
aborting  programs. 

Last,  I  found  that  the  technical  infrastructure  was  essentially 
undocumented.  The  processes  to  perform  backups  and  restores 
were  tucked  away  in  someone’s  head  or  on  Post-it  notes  on 
the  tape  cabinet.  I  still  get  chills  when  I  think  about  it. 
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©  200 1  CrossWorlds  Software,  Inc.  CrossWorlds  and  the  CrossWorlds  Software  Logo  aie  registered  trademarks,  and  "Integration  is  more  than  just  connections"  is  a  trademark  of  CrossWorlds  Software,  Inc. 
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This  is  the  CUSTOMER 
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That  accessed  the  Account 

That  linked  with  the  Database 

That  verified  the  Deposit 

That  released  the  Funds 

That  paid  the  Loan 

That  updated  the  Records 

That  triggered  the  Statement 

That  completed  the  Process 

That  lives  in  the  Integration  Software 

That  we  Built. 


Financial  institutions  savvy  about  their  integration  investment 
know  that  we  don’t  just  connect  applications — we  automate 
business  processes.  For  the  full  story,  visit  www.crossworlds.com 
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SOFTWARE 


Integration  is  more 
than  just  connections™ 


Insights 


Draw  Your  Sword 

My  first  real  task  was  to  meet  with  the  IT  staffers.  I  was  cer¬ 
tain  their  resumes  were  on  the  street,  and  I  could  not  afford 
for  any  of  them  to  leave — at  least  not  yet.  I  asked  them  to  take 
their  resumes  off  the  street:  Give  us  six  months,  I  said,  and  if 
you  don’t  see  the  changes  you  want,  then  all  bets  are  off. 


The  second  task  was  to  get  my  arms  around  the  backlog  of 
projects.  I  needed  to  know  how  that  mapped  to  the  resources 
we  had  available;  I  also  needed  to  identify  the  projects’  cham¬ 
pions  and  determine  their  priority.  What  I  found  was  that  the 
bulk  of  the  more  than  250  projects  were  dying  an  agonizing 
death  due  to  neglect.  In  about  150  cases  the  project  was  a 
duplicate,  the  sponsor  had  left  the  company  or  there  were  no 
defined  requirements.  Of  the  remaining  100,  40  or  so  were 
not  IT  projects  at  all — they  were  reported  as  IT  requests  but 


were  in  fact  business  process  changes,  FAQs  or  training  issues. 

Next  I  evaluated  the  staff  and  the  org  chart.  I  performed  a 
skills  inventory  with  the  help  of  HR  by  getting  into  every  IT  asso¬ 
ciate’s  personnel  file.  I  had  30-minute  one-on-one  meetings  with 
everyone.  Organizationally,  programmers  were  divided  into  two 
groups — support  and  new  development — and  whereas  the  new 

development  staff  was  considered  the  best 
talent,  I  found  quite  the  opposite. 

Dig  In 

It  was  a  good  thing  I  had  the  support  of 
the  CEO,  to  whom  I  reported,  because 
some  big  changes  were  in  order.  First,  the 
existing  org  chart  did  not  work  well.  The  best  people  were 
currently  in  support,  but  I  wanted  them  on  the  forefront  of 
developing  new  systems.  I  also  wanted  more  business  special¬ 
ization  so  that  when  a  buyer  wanted  to  talk  replenishment, 
someone  in  IT  could  understand  the  business  from  his  perspec¬ 
tive.  Last,  I  wanted  the  developers  to  have  more  ownership  in 
their  creations.  So  I  reorganized  the  IT  department  to  match 
the  corporate  org  chart.  For  example,  we  created  functional 
IT  experts  who  supported  finance,  sales  and  operations,  and 


The  bulk  of  the  more  than  250  projects  were  dying 
an  agonizing  death  due  to  neglect. 


Call  1-8QO-OK-CANON  ext.  50  or  visit  www.imagerunner.com 


Overnight 

Delivery 
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A  box  that  delivers 
paper  documents 
anywhere  overnight? 


Introducing  the  Canon  imageRUNNER  with  document  distribution  technology.  Now  you  can  sene 
paper  documents  anywhere,  in  any  form,  atanytime,  right  over  your  network  or  the  internet.  Instantaneously.  Simply 
scan  a  document  into  the  imageRUNNER  5000,  and  you  can  send  it  to  any  desktop,  e-mail  address,  fax  machine 
database  or  file  server.  And  since  the  Canon  imageRUNNER  is  capable  of  integrating  directly  with  your  existing 


*  Requires  additional  software  which  is  sold  separately.  Speak  to  your  authorized  Canon  dealer. 

Canon  is  a  registered  trademark  and  IMAGERUNNER  and  Canon  Know  How  are  trademarks  of  Canon  Inc.  IMAGEANYWARE  is  a  service  mark  of  Canon  U.S.A.,  Inc.  ©2001  Canon  U.S.A.,  Inc 


they  were  essentially  charged  with  keeping  the  vice  president  of  their 
business  unit  happy  with  the  IT  services  the  unit  was  receiving. 

To  create  ownership  of  IT’s  strategic  direction,  I  then  created  a 
cross-functional  IT  steering  committee.  The  people  I  included  were 
the  movers  and  shakers,  such  as  the  head  buyers.  I  tried  to  find  the 
players  who  disliked  IT  the  most,  because  that  same  negative  pas¬ 
sion  could  turn  them  into  raving  fans  once  we  turned  the  corner. 
This  committee  became  one  of  the  most  powerful  in  the  company. 
Debates  over  the  merits  of  individual  projects  became  tempestuous 
as  IT  started  to  be  valued  and  viewed  as  a  precious  corporate 
resource.  It  is  amazing  what  ownership  will  do  for  you. 

I  made  documentation  a  requirement  for  all  development,  and 
then  I  finally  turned  my  attention  to  the  budget.  I  realized  that  I  had 
to  get  the  IT  steering  committee  to  kick  the  consulting  habit,  so  we 
all  took  the  oath  together. 

Bask  in  Glory 

The  turnaround  took  six  months,  and  it  did  involve  some  pain.  Several 
IT  staffers  resigned  (although  two  ultimately  returned),  and  we  suf¬ 
fered  some  initial  degradation  in  service  as  we  performed  root-cause 
analyses  of  problems.  But  in  three  months  we  had  several  key  suc¬ 
cesses.  Sales  reports  were  on  time  and  reliable.  Help-desk  calls  were 


reduced  from  150  per  day  to  60.  After  six  months,  IS  employee 
turnover  had  all  but  been  eliminated,  we  had  a  working  list  of  proj¬ 
ects  with  real  progress  against  delivery  dates,  and  we  had  experienced 
less  than  one  hour  of  downtime  in  the  past  three  months.  Finances 
were  quickly  brought  under  control,  and  we  saved  more  than 
$4  million  in  the  first  year  (annualized)  by  rolling  off  the  contract  labor. 

I  believe  it  takes  several  key  ingredients  to  be  a  successful  turn¬ 
around  CIO.  First,  just  listen.  If  the  same  problem  comes  up  in  several 
conversations,  most  likely  it  is  truly  a  problem.  Next,  communicate 
your  plan  and  your  successes.  Each  small  success  will  breed  another.  For 
me,  getting  sales  reports  out  every  day  before  7  a.m.  was  considered 
to  be  a  major  accomplishment,  but  it  was  simply  a  matter  of  assign¬ 
ing  that  task  to  someone.  Finally,  the  CEO’s  support  is  imperative. 

I  have  had  several  turnaround  opportunities  since  this  one.  Each 
has  had  its  own  twists  and  turns,  but  the  same  basic  formula  has 
worked  each  time.  I  bet  it  will  for  you  too.  E3E3 


Have  insights  of  your  own  to  share?  Send  them  to  Columns 
Editor  Katherine  Noyes  at  knoyes@cio.com.  Mike  Anderson  is 
senior  vice  president  of  IT  for  the  BISYS  Group,  Education 
Services  and  Licensing  Solutions  in  Indianapolis.  He  can  be 
reached  at  mikean@iquest.net. 


Or  a  box  that 
delivers  them  instantly 
over  the  internet? 


5-mail,  lanfax,  and  document  management  software,  you  can  maximize 
/our  investment  in  these  systems*  The  cost  and  hassle  of  overnight 
delivery  are  finally  over.  At  Canon,  we’re  giving  people  the  know-how 
to  make  paper  documents  work  in  an  internet  world. 
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Career  Counsel 

Mark  Polansky  Offers  Advice  to  Aspiring  CIOs  and  IT  Managers 


The  CIO 


Q:  What  are  the  professional  experience  requirements  and  per¬ 
sonal  qualifications  most  frequently  required  by  your  clients  in 
executive  searches  for  the  position  of  chief  information  officer? 

A:  While  the  precise  order  of  priority  varies  from  company  to 
company  and  from  one  situation  to  the  next,  these  are  the  top 
10  prerequisites  for  the  CIO  search  assignments  that  I  conduct. 

Ability  to  hire,  develop  and  retain  high-quality  IT 
professionals.  Surprisingly,  this  critical  proficiency  is 
often  not  high  on  the  list  of  required  attributes  of  a  great  CIO, 
and  sometimes  not  at  all.  This  ability  is  too  often  broached  by 
me  rather  than  my  client,  and  then  is  it  is  almost  always  added 
to  the  list  if  it  was  missing.  Accordingly,  I  give  high  marks  to 
CIO  candidates  who  spontaneously  promote  and  substantiate 
their  prowess  in  this  area. 

9  International  or  global  experience.  This  item  probably 
would  not  have  been  on  this  list  10  years  ago.  As  com¬ 
panies  seek  to  serve  international  outlets,  and  cross-border 


acquisitions  become  more  common,  it  is  frequently  expected 
that  a  top  CIO  possesses  an  appreciation  of  foreign  cultures 
and  an  understanding  of  doing  business  in  foreign  markets. 
Knowledge  of  a  specific  market,  country  or  language  is  some¬ 
times  required.  More  generally  sought  is  an  openness  and 
awareness,  based  on  experience,  that  there  are  different  ways 
of  interacting  and  diverse  modes  of  conducting  business  in 
other  parts  of  the  world. 

8  Knowledge  of  and  experience  in  a  specific  industry.  A 

very  common  request — sometimes  the  client  will  insist  on 
finding  individuals  from  his  own  industry,  for  example  banking, 
retailing,  insurance,  hospitality  and  the  like.  To  increase  the 
potential  candidate  pool,  I  usually  suggest  consideration  of 
candidates  with  alternative  experiences  in  industries  with  par¬ 
allel  business  models.  Occasionally  a  client  will  specifically 
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IS  YOUR  WEB  CONTENT  OUT  OF  CONTROL?  its  multiplying  endlessly.  Business  content  generated  enterprise-wide  in  multiple 
formats  that  needs  to  rapidly,  securely  become  Web  accessible. The  job  of  managing  and  publishing  it  all  on  the  Web  could  land  a  person  in  a 
padded  cell.  Enter  StellentThe  software  choice  of  the  titans  of  business  —  Merrill  Lynch,  Carrier  Corporation,  IKON  Office  Solutions  and  1,500 
others. Take  back  control.  Automatically  manage  content  for  your  business  Web  sites  and  enterprise  applications  without  changing  the  way  you 
create  it.  Visit  instant.stellent.com/rabbit  for  an  eye-opening  3-minute  demo.  §  T"  E  L  L  E  M  X™  FORMERLY  INTRANET  SOLUTIONS. 

BUSINESS  CONTENT  MANAGEMENT 
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Career  Counsel 


request  that  a  CIO  candidate  search  be  filled  from  another 
industry  in  an  effort  to  import  new  ideas  and  thinking  from  a 
more  progressive  sector  of  the  economy. 

7  Ability  to  create  and  manage  change.  This  is  a  very  com¬ 
mon  and  important  requirement  since  most  searches  are  not 
initiated  to  simply  replace  a  CIO  who  has  moved  on.  Far  more 
of  these  assignments  are  undertaken  for  newly  created  positions 
in  organizations  that  have  never  had  a  CIO  or  to  significantly 
upgrade  the  post  from  a  legacy  set  of  responsibilities  to  a  true  CIO 
role.  Changing  the  posture  of  the  IT  function  from  an  operational 
necessity  to  a  strategic  element  is  the  highest  priority  here.  The 


Have  a  career  question 


To  ask  Mark  Polansky  your  career  ques¬ 
tions,  go  to  www.cio.com/counselor. 


ability  to  create  change  in  the  corporation’s  operating  and  busi¬ 
ness  processes,  for  both  efficiency  and  competitiveness,  is  also 
commonly  sought.  Business  process  reengineering  and  continu¬ 
ous  process  improvement  are  on  the  minds  of  many  CEOs,  espe¬ 
cially  in  tougher  economic  conditions. 

6  Communication  skills.  The  ability  to  intelligently  articu¬ 
late  a  strategy  or  a  feeling  in  a  clear  and  appropriate  man¬ 
ner  is  an  absolute  must.  Add  in  great  listening  skills  as  well  as 
strong  abilities  in  negotiation,  persuasion  and  conflict  resolu¬ 
tion.  This  can  encompass  the  written  word,  one-to-one  verbal 
communication,  group  platform  skills  and  public  speaking. 

5  Management  skills.  Proficiency  in  directing  and  supervis¬ 
ing  people,  projects,  resources,  budgets,  vendors  and  other 
business  partners  is  essential.  Great  managers  are  also  expected 
to  be  accomplished  team  builders,  motivators,  coaches  and 
mentors.  Setting  priorities,  assigning  the  appropriate  resources 
against  those  priorities,  and  delivering  projects  on  time  and  on 
budget  are  always  seen  as  key  requirements  for  a  top  CIO. 

4  Relationship  skills.  From  the  vantage  point  of  the  CEO  or 
COO  searching  for  a  CIO,  whether  for  a  new  position  or 
a  replacement,  dysfunctional  connections  and  low  rapport 
between  the  CIO  and  other  C-level  officers  and  business  unit 
leaders  is  a  highly  observable  and  all  too  common  reason  for 
failure.  That  expectation  also  extends  to  interactions  with  cus¬ 
tomers,  suppliers  and  partners.  Relationship  building  takes 
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interpersonal  communication  to  the  next  level  by  establishing 
and  maintaining  a  strong  understanding,  rapport,  bond  and 
trust  between  individuals. 

3  Business  savvy.  In  the  eyes  of  senior  management  as  well 
as  peers,  the  most  visible  and  frustrating  shortcoming  of 
senior  IT  managers  is  a  lack  of  business  understanding — both 
the  employer’s  specific  area  of  commerce  as  well  as  business  in 
general.  CIOs  who  don’t  make  a  strong  effort  or  don’t  have 
the  capacity  to  develop  an  in-depth  knowledge  of  the  industry 
served  and  the  company’s  business  strategy  are  doomed  to  fail 
because  they  are  inherently  limited  in  the  value  that  they  can 
add  to  the  organization’s  progress  and  well-being.  Similarly,  a 
foundation  in  the  principles  of  accounting,  finance,  supply  chain 
management,  marketing,  sales  and  distribution  channels,  both 
traditional  and  online,  is  necessary  to  succeed. 

2  Expertise  in  aligning  and  leveraging  technology  for  the 
advantage  of  the  enterprise.  This  requirement  is  always 
a  cornerstone  of  the  CIO  search  specification  process.  Specific 
facets  of  technology,  such  as  ERP,  Web  infrastructure,  e-com¬ 
merce,  CRM,  sales-force  automation,  data  warehousing  and  so 
on,  come  up  frequently  but  are  often  downgraded  to  preferred 
status.  Even  less  commonly  required  is  experience  with  specific 
application  software  packages,  such  as  SAP  (the  most  requested), 
or  any  particular  operating  software  platform,  such  as  Unix,  and 
almost  never  any  specific  brand  of  hardware. 

IAnd  the  number-one  requirement  for  the  position  of 
chief  information  officer  is  leadership.  This  is  the  quality 
that  is  not  only  in  every  search  specification  but  most  frequently 
comes  up  first  and  most  emphatically  as  in,  “What  we  really 
need  is  a  leader.”  Leadership  is  that  subjective  but  easily  dis¬ 
cerned  quality  that  sets  great  CIOs  (and  other  types  of  great 
managers,  for  that  matter)  apart  from  good  CIOs.  Leaders  are 
special  people — visionary,  passionate,  inspirational,  wise, 
charismatic,  confident,  influential,  risk-taking,  encouraging, 
positive,  reassuring,  creative-thinking,  goal-setting,  helpful, 
supportive,  principled,  honorable,  fair  and  open  individuals. 
Leaders  serve  as  role  models.  They  stimulate  ideas  and  coax 
the  best  from,  and  give  recognition  to,  all  those  around  them. 
Leadership  is  the  very  best  career  currency  one  can  have.  ES3 


Mark  Polansky  is  a  managing  director  and  member  of  the  advanced  tech¬ 
nology  practice  of  Korn/Ferry  International  in  New  York 
City.  He  also  is  the  chairman  of  the  Greater  New  York 
Chapter  of  the  Society  for  InformationManagement.  The 
Web-based  Executive  Career  Counselor  column  is  edited 
by  Online  Research  Manager  Kathleen  Kotwica 
(kkotwica@cio.  com ). 
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What  defines  the  best  in  data  storage  solutions? 
A  system  that  fits  your  space,  storage,  and  budget 
parameters.  A  modular  system  that  scales  from 
540  Gigabytes  all  the  way  to  11  Petabytes. 

A  tape  drive  with  a  precedent-shattering  24MB 
per  second  sustained  transfer  rate.  And  robotics 
proven  over  years  and  years  of  24/7  pounding. 
In  short,  it  takes  Sony. 


Sony  Data  Systems  data  storage  products  have 
long  been  the  choice  where  the  volumes  of  data 
are  vast  and  the  access  demands  are  severe,  such 
as  data  centers,  and  in  online  services,  government, 
broadcasting,  seismology,  and  medicine.  And  Sony 
systems  are  based  on  an  unwavering  commitment 
to  tape  technology.  Our  latest  DTF-2  tapes  store 
up  to  518GB*  And  incorporate  either  an  ultra-wide 
SCSI  or  Fibre  Channel  interface.  And  our  latest 
midrange  automated  tape  libraries  fit  your  space 
requirements  and  your  budget,  not  to  mention 
your  SAN  and  NAS  environments. 

So  if  your  data  storage  requirements  are  more 
demanding  then  ever,  your  choice  is  easier  than  ever. 


£/// 

DTF 

Digital  Tape  Format 


For  further  information  on  Sony 
Data  Storage  Systems ,  please  call: 


1-800-829-7669 


www.sony.com/datasystems 


Sony  DTF”  Data  Storage 
Products:  A  Perfect  Fit 
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THE  BEST  WAY 

TO  MANAGE 
A  SUPPLY  CHAIN 

IS  TO  KNOW 
THE  DEMAND 

CHAIN. 


A  supply  chain  is  built  around  demand.  And  because  demand  can  go  from 
overwhelming  to  underwhelming  in  minutes,  it  can  wreak  havoc.  That’s  why  the 
mySAP™  Supply  Chain  Management  solution  integrates  seamlesslv  to  handle  the  hazards 
of  supply  and  demand.  It  puts  customers  at  the  center  of  a  networked  supply  chain, 
helping  you  anticipate  market  changes  and  fill  orders  faster.  It  also  allows  for  high  visibilitv, 
so  vendors  and  suppliers  can  work  together  efficiently.  Which  makes  it  the  onlv  collaborative 
SCM  solution  that  can  turn  a  supply  chain  into  a  profit  center.  For  more  information,  call 
800  872  1727  or  head  to  www.sap.com/scm 
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The  slowing  economy  has 
made  Rohn  Jay  Miller, 
senior  VP  of  products  and 
technology  for  Knight 
Ridder  Digital,  clamp  down 
on  spending,  but  he  still 
has  money  to  spend  on 
important  projects. 
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For  more  articles  and  advice, 
see  ClO.com’s  Leadership  and 
Management  Research  Center 
at  www.cio.com/leadership. 

Are  you  on  the  managerial 
hot  seat?  Tell  Leadership 
and  Management  Editor 
Edward  Prewitt  about  it  at 
hotseat@cio.com. 


Managing  with  Less 

Your  stock  is  in  the  single  digits  and  pink  slips  paper  the  office  floors.  What  now? 

BY  POLLY  S.  TRAYLOR 


RECESSION  IS  WHEN  YOUR  NEIGHBOR  LOSES  HIS 
job,  depression  is  when  you  lose  yours,  the  saying 
goes.  Although  the  manufacturing  and  services 
neighbors  of  IS  departments  are  losing  jobs  in 
growing  numbers — U.S.  companies  announced  a 
whopping  652,510  layoffs  in  the  spring,  accord¬ 
ing  to  Chicago-based  outplacement  company 
Challenger,  Gray  and  Christmas — IT  workers 


aren’t  depressed.  The  Information  Technology 
Association  of  America  (ITAA)  reported  this  spring 
that  demand  for  workers  remains  robust,  with 
companies  hoping  to  fill  900,000  IT  jobs  this  year 
(versus  1.6  million  last  year).  Nearly  half  of  those 
positions  will  go  unfilled  because  of  a  lack  of 
qualified  candidates,  the  ITAA  predicts. 

So  then  layoffs  are  a  nonissue  for  CIOs?  Not 
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YOU  CAN  ONLY  BE  IN 


THREE  PLACES  AT  ONCE. 


PRESENTING  WIRELESS  MOBILITY  FROM  COMPAQ. 

Our  wireless  solutions  keep  you  in  the  loop.  Even  when  you’re  outside  of  it.  The  new 
Compaq  Evo ™  Notebook  N400c  is  one  of  the  thinnest,  lightest  portables  around.  With  a 
mobile  Intel®  Pentium®  III  processor  and  innovative  MultiPort?the  N400c  gives  you  modular 
wireless  capability  to  access  your  network,  send  e-mail  or  check  stocks  from  anywhere! 

All  at  unbelievable  speed.  Plus,  get  big  access  from  the  small  iPAQ  Pocket  PC  and  you’ll  still 
have  room  for  the  Compaq  microportable  projector  that  fits  in  the  corner  of  your  briefcase. 


pentium®/// 


I  N  NOVATI  VE  PRODUCTS, 
INTEGRATED  INTO  SOLUTIONS  & 
DELIVERED  GLOBALLY 


to  find  out  more  go  to  compaq.com/mobile 
or  call  1-800-888-5846 


Compaq  PCs  use  genuine  Microsoft®  Windows® 
www.microsoft.com/piracy/howtotell 

'Wireless  LAN  capability  currently  available;  wireless  WAN/PAN  (Bluetooth®)  projected  availability  beginning  3rd  quarter  2001.  'Subject  to  wireless  network  coverage.  ©2001  Compaq  Computer  Corporation.  All  rights  reserved. 
Compaq  and  the  Compaq  logo  are  registered  trademarks  of  Compaq  Computer  Corporation.  Evo  is  a  trademark  of  Compaq  Information  Technologies  Group,  L.P.  Inspiration  Technology  is  a  trademark  of  Compaq  Information 
Technologies  Group,  L.P.  in  the  U.S.  and  other  countries.  Intel,  the  Intel  Inside  logo,  and  Pentium  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 
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quite.  While  IT  workers  aren’t  worried 
about  their  jobs,  the  days  of  wine  and  roses 
are  over.  Managers  can  no  longer  keep  star 
employees  happy  with  hefty  bonuses  and 
option  grants,  eternally  new  equipment  pur¬ 
chases,  and  ever-flowing  Mountain  Dew. 
“Obviously,  things  are  not  the  same  with  the 
stock  down,”  laments  Judy  Harris,  CIO  and 
vice  president  of  beleaguered  e-business  soft¬ 
ware  maker  Commerce  One  in  Pleasanton, 
Calif.  Many  CIOs  are  reducing  contractors 
to  cut  costs,  putting  a  strain  on  staffers; 
others  are  squeezing  budgets  for  perks 
and  training. 

Rohn  Jay  Miller,  senior  vice  president  of 
products  and  technology  for  San  Jose,  Calif.- 
based  Knight  Ridder  Digital,  faces  a  situa¬ 
tion  fairly  typical  for  CIOs.  He’s  not  ending 
performance  bonuses,  slashing  training  or 
killing  important  projects — but  he  is  watch¬ 
ing  every  dime.  Not  long  ago,  he  received 
an  astronomical  bill  from  a  Japanese  restau¬ 
rant  for  an  IT  staff  meeting.  “I  nearly  went 
through  the  roof,”  he  says.  Sushi  is  out,  he 
told  the  team,  sandwiches  are  in. 

So  what’s  in  store  for  CIOs  as  you  man¬ 
age  IT  staffs?  Less  spending  and  more 
managing,  for  one  thing.  Promote  from 
within  and  use  noncash  incentives  such  as 
extra  days  off  and  flexible  schedules.  Make 
sure  employees  are  learning  new  skills,  even 
if  they  won’t  use  them  soon.  Finally,  forget 
the  things  you  can’t  control.  “If  someone 
gets  a  call  from  Microsoft  to  be  the  grand 
poobah  of  something,  there’s  not  much  I 
can  do,”  Miller  says.  His  advice:  Write  off 
the  loss  and  celebrate  the  dedicated  work¬ 
ers  who  remain. 

Walk  the  Talk 

The  most  important  action  a  leader  can 
take  in  times  of  cutbacks  is  to  foster  trust 
among  employees,  says  Alan  Wolfson,  a 
senior  consultant  for  Hay  Insight,  a 
division  of  Philadelphia-based  HR  consul¬ 
tancy  Hay  Group.  Wolfson  likes  to  tell  the 
story  of  the  CEO  who  issued  a  mandate 
to  kill  the  coffee  budget — from  the  comfort 
of  his  private  plane.  Not  only  must  senior 
leaders  share  in  the  pain  of  cost-cutting, 


How  to  manage  a  nervous 
staff  in  down  times 

Communicate 

■  Tell  employees  what’s  going  on. 

■  Hold  regular  meetings  or  adopt 
an  open-door  policy. 

■  Be  honest. 

Develop  employees’  expertise 

■  Put  staff,  not  consultants,  on  big 
projects. 

■  Retain  training  programs. 

Thin  the  ranks 

■  Fire  poor  performers,  reward  your  stars. 

■  Don’t  cut  salary  raises  or  bonuses. 

■  Allow  flexible  working  conditions. 

they  must  tell  it  straight,  Wolfson  says.  “Be 
truthful.” 

At  Knight  Ridder  Digital,  the  online 
division  of  newspaper  publisher  Knight 
Ridder,  Miller  oversees  a  staff  of  50,  half  in 
product  development  and  the  rest  in  IT. 
Like  most  online  publishing  concerns, 
KnightRidder.com  is  struggling  to  find  a 
profitable  business  model.  The  division 
cut  50  staffers  in  December  (none  from 
Miller’s  group).  Miller  now  meets  regularly 
with  his  four  top  managers,  on  whom  he 
relies  to  report  the  staff’s  worries.  What 
he  hears  is  that  his  workers  worry  about 
the  overall  future  of  the  company  and  fear 
that  consultants  will  get  all  the  cool  work. 
(Knight  Ridder  Digital  is  working  with 
PricewaterhouseCoopers  to  develop  a  sin¬ 
gle  digital  publishing  platform  for  the  com¬ 
pany’s  38  websites.) 

Miller  believes  that  running  an  IT  depart¬ 
ment  is  like  raising  a  healthy  family — it’s  not 
a  democracy  but  there  is  open  and  honest 
communication.  That  honesty  extends  to 


the  business’s  prospects.  Miller  says  he  is 
always  clear  with  employees  about  the  risks 
they  are  taking  by  working  in  an  industry 
that  is  young  and  unproven.  “The  good 
news  is  you  get  to  help  invent  it,  and  you’re 
out  at  the  forefront  of  technology.  If  every¬ 
thing  collapses  tomorrow  you’re  still  in  a 
great  position,”  he  tells  them. 

It’s  not  enough  to  solicit  feedback, 
Wolfson  advises;  managers  should  act  on 
those  ideas  whenever  possible.  Jerry  Miller, 
CIO  of  Sears,  Roebuck  and  Co.  in 
Chicago,  has  an  intranet  where  IT  employ¬ 
ees  can  offer  suggestions.  Some  of  the  ideas 
from  Miller’s  staff — using  fewer  lights  at 
night  and  standardizing  technologies,  for 
example — have  been  adopted. 

Jerry  Miller  strongly  believes  in  giving 
employees  a  voice.  Right  now,  when  Sears’s 
earnings  are  in  the  tank  and  the  IT  organi¬ 
zation  is  undergoing  a  major  restructuring, 
that  policy  helps  with  retention.  Miller  is 
outsourcing  200  maintenance  and  support 
jobs  to  India  this  year.  A  year  ago,  the 
announcement  of  the  outsourcing  caused 
considerable  distress  among  Sears’s  IT  staff, 
but  Miller  thinks  that  is  dying  down. 
Attrition  rates  have  remained  in  the  single 
digits.  He  plans  to  retrain  many  of  the 
affected  workers  for  jobs  on  various  e-com- 
merce  and  wireless  projects,  although  he 
admits  that  ultimately  some  people  will  not 
fit  into  the  new  roles  or  will  choose  to  leave. 

Let  Them  Learn 

For  companies  that  can  afford  it,  a  lull  in 
business  is  a  great  time  to  concentrate  on 
training.  Jerry  Miller’s  education  budget  for 
Sears  will  increase  this  year  (his  e-commerce 
boot  camp  already  trains  80  to  100  people 
a  year).  Other  companies  such  as  United 
Parcel  Service  will  try  to  do  more  with  less. 
UPS  CIO  Ken  Lacy  oversees  a  staff  of  4,000 
worldwide  and  boasts  a  $1  billion  annual 
technology  budget.  The  slowing  economy 
is  biting  into  the  shipping  giant’s  profits, 
forcing  Lacy  to  trim  his  IT  consultants,  who 
comprise  15  percent  to  20  percent  of  his 
workforce.  Lacy  will  continue  to  send  peo¬ 
ple  offsite  for  technical  training.  For  man- 
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agement  and  communications  courses,  he’s 
testing  online  versions  that  employees  will  be 
able  to  take  on  their  own  time  at  a  much 
lower  cost  to  the  company. 

Training  is  important  for  retention,  but 
Lacy  believes  that  the  ability  to  keep  killer 
projects  moving  forward  is  even  more  criti¬ 
cal.  His  IT  team  is  busier  than  ever  on  the 
company’s  high-profile  projects  in  e-com¬ 
merce  and  smart  labels,  which  are  paper  labels 
that  contain  information  for  routing  and 
tracking  materials. 

Weed  the  Cubicle  Rows 

As  the  economy  slides  back  to,  shall  we  say, 
conservative  growth  levels,  employees  can  no 
longer  dupe  supervisors  with  a  smile  to  make 
up  for  little  experience  or  motivation.  After 
several  years  of  intense  staffing  needs  and 
sometimes  lower  standards  for  hiring,  CIOs 
are  now  getting  pressure  from  above  to  get 
rid  of  the  deadwood,  says  Dave  Van  De 
Voort,  head  of  global  IT  workforce  effective¬ 
ness  at  HR  consultancy  William  M.  Mercer  in 
Chicago.  Reward  your  best  performers  (cash 
preferred)  and  get  rid  of  employees  who  are 
just  warm  bodies,  he  advises. 

Jerry  Miller  and  other  executives  at  Sears 
will  be  taking  an  aggressive  approach  this 
year  to  performance  evaluations,  which  take 
place  twice  annually  in  IS.  “If  someone  is 
holding  back  the  team  because  of  a  lack  of 
ability,  we  owe  it  to  the  team  to  make  the 
necessary  changes,”  he  says. 

For  many  IT  departments  the  sputtering 
economy  is  actually  a  relief  in  some  respects. 
With  projects  slowing,  employees  have  time  to 
catch  up  for  once,  fine-tune  processes,  plan  for 
the  future  and  do  something  really  nutty — like 
take  a  vacation.  “We  are  now  putting  more 
time  into  celebrating  our  accomplishments,” 
says  Harris,  who  spent  her  first  1 8  months  at 
Commerce  One  frantically  building  up  infra¬ 
structure  and  staff. 

“The  dotcom  culture  was  a  tremendous 
distraction,”  observes  Van  De  Voort.  “The 
environment  now  is  more  stable.”  EEI 


Polly  S.  Traylor  ( polly@traylor.us.com )  is  a  technol¬ 
ogy  and  business  writer  in  Boulder,  Colo. 


The  Grass  Really  Is 
Greener 


MANAGEMENT 

BRIEFS  Staffing 


Do  You  Know  Me? 

Finding  a  good  technical 
professional  is  like 
finding  a  good  date:  The 
best  candidate  out  there 
is  probably  a  friend  of  a 
friend. 

"The  IT  world  is  a 
tight-knit  community” 
where  people  are  famil¬ 
iar  with  one  another’s 
strengths  and  weak¬ 
nesses,  says  Bill  Pajeski, 
a  consultant  with  Herba- 
Sway  Laboratories,  a 
Wallingford,  Conn. -based 
herbal  supplement  com¬ 
pany.  He  estimates  that 
75  percent  of  his  tech 
hires  have  been  via 
referral. 

Referral  programs,  in 
which  companies  reward 
employees  for  new  hires, 
are  one  of  the  most  cost- 
effective  ways  to  find 
quality  candidates, 
according  to  a  survey  by 
the  Society  for  Human 
Resources  Management 
and  HR  software  vendor 
Referral  Networks. 

Employment  agencies 
charge  a  quarter  of  a 
year’s  base  salary— often 
more— for  finding  good 
IT  professionals.  That’s  a 
lot  more  than  the 
$2,000  you  would  award 
an  employee  for  finding 
an  ace  programmer. 

An  added  bonus: 
Employees  hired  via 
referral  tend  to  be  better. 

"Good  people  hang 


out  with  good  people,” 
says  Beverly  Lieberman, 
president  of  Halbrecht 
Lieberman  Associates, 
an  executive  IT  search 
firm  based  in  Stamford, 
Conn.  “People  you 
already  know  and 
respect  who  are  high 
performers  at  the  job— 


those  are  the  people  to 
tap  into.” 

Brendan  Kelly,  a  Web 
developer  at  the  recruit¬ 
ment  advertising 
company  TMP 
Worldwide  in  New  York 
City,  puts  it  more 
bluntly:  “Solid  profes¬ 
sionals  are  always  in 
demand,  so  a  company 
is  more  likely  to  get 
mediocre  talent  on  the 
open  market.” 

-Greg  O/ear 


When  sourcing  hard-to- 
fill  tech  jobs,  the  best 
place  to  look  may  be 
beyond  your  own 
backyard— way  beyond, 
to  Ireland,  Russia  and 
elsewhere. 

“Technology  is  a  global 
language,”  says  Donna 
Sinnery,  assistant  vice 
president  of  HR  for 


corporate  systems  at  Sun 
Life  Financial,  a  Toronto- 
based  financial  services 
company.  Recruiting 
offshore  has  the  dual 
advantages  of  cost- 
effectiveness  and  higher 
retention,  she  says. 

If  the  pay  range  for  a 
technical  job  is  $50,000 
to  $80,000  per  year, 
“you  can  hire  someone 


i-  from  Russia  for  $50,000, 
she  explains.  “You  don’t 
have  to  pay  $80,000.” 

Foreign  employees  lack 
I,  the  job  mobility  of  their 
stateside  counterparts. 
Emigres  with  visas  can  be 
al  locked  into  jobs  for  up  to 
six  years,  a  superlative 
retention  rate. 

If  you  don’t  want  to 
move  the  workers  to  your 
office,  you  can  move  your 
office  to  the  workers. 
Sinnery  recently  returned 
from  Waterford,  Ireland, 

L  where  Sun  Life  took 
advantage  of  a  govern¬ 
mental  program  that  gives 
i  incentives  to  businesses 
that  open  shop  in  Ireland. 

“The  private  business 
sector,  the  government 
and  the  education  centers 
work  really  well  together,” 
she  says,  citing  leasing 
options,  tax  incentives  and 
labor  costs  as  reasons 
that  Ireland  beat  out  other 
foreign  locales  for  the  Sun 
Life  outpost.  -G.O. 
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BIZWORKS™  PREDICTIVE  TECHNOLOGIES  HAVE  HELPED  US  IN  WAYS 
EVEN  BIZWORKS  COULDN'T  HAVE  PREDICTED." 

Andrew  Winer,  CIO,  Myers  Industries,  Inc. 


"We  make  plastic  and  rubber  products  all  over  the  world. 

We'd  just  been  through  a  major  acquisition  phase,  and  originally  installed  BizWorks™  to  help  integrate  back  office 
operations  across  our  companies.  But  we  started  seeing  other  possibilities  almost  immediately. 


“Like  using  CA's  Neugents™  technology  to  predict  production  line  failures.  It  helps  improve 
product  quality,  scrap  rate,  machine  utilization,  on-time  delivery  and  customer  communication. 

"And  that's  only  the  beginning.  We're  working  on  more  than  15  different  BizWorks  initiatives 
right  now,  across  the  enterprise.  Who  knows  how  much  more  it  will  do  for  us?" 

To  learn  more  about  what  BizWorks  is  doing  at  Myers  Industries,  visit  interBiz.com/predict.  interBiz 

Or  call  1-800-997-9014.  eBusiness  Software  That  Can  ThinkT 


Computer  Associates 


Manage  to  grab  a  sandwich. 


Manage  installations. 


Manage  staff  time 


Manage  e-commerce  site. 


©  2001  Microsoft  Corporation.  All  rights  reserved.  Microsoft,  Active  Directory,  and  Windows  are  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  hei 
be  the  trademarks  of  their  respective  owners. 


Manage  Web  servers. 


Manage  central  database. 


We’ve  made  the  Windows  2000  platform  more  manageable  than  ever.  For  obvious  reasons 
Clearly,  you  have  a  lot  on  your  mind  these  days.  But  now  there’s  help:  Microsoft®  Windows®  2000-based  management 
solutions  are  designed  to  simplify  your  workload.  Companies  such  as  Data  Return,  Eaton  Corporation,  and  Northrop  Grumman 
Corporation,  working  with  service  partners  such  as  Compaq,  are  using  these  solutions  today.  As  a  result,  they’re  realizing 
reduced  IT  management  costs,  higher  profitability,  and  increased  customer  satisfaction.  For  more  information  on  how  to 
better  manage  your  Windows-based  infrastructure,  visit  microsoft.com/business  Software  for  the  Agile  Business. 
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Manage  network  additions. 


Manage  extranet  servers. 


Active  Directory™  service  and  Group  Policy  features  in  the  Windows  2000  Server  Family  simplify 
management,  strengthen  security,  and  extend  interoperability  across  both  users  and  devices. 

Application  Center  2000  provides  integrated  tools  for  deployment,  management,  and  monitoring  of 
A/eb  applications,  making  the  management  of  Web  server  farms  as  simple  as  managing  a  single  server. 

Microsoft  Operations  (Manager  2000  provides  an  enterprise-class  event-management  and  performance- 
management  tool  for  the  Windows  2000  Server  Family  and  Microsoft  .NET  Enterprise  Servers. 

Systems  Management  Server  2.0  provides  comprehensive  hardware  and  software  inventory,  enterprise 
software  distribution,  remote  control,  and  software  metering  for  Windows-based  desktops  and  servers. 


r 

Microsoft * 


Special  Report 


Cover  Story  |  E-Commerce 

Everyone  thought  e-commerce  was  going  to  be  easy. 

Everyone  was  wrong.  E-commerce  is  hard.  But  not,  as  our  special  report  will  demon¬ 
strate,  impossible.  Take  Barnesandnoble.com.  After  stumbling  out  of  the  gate,  it  has 
learned  to  use  its  greatest  asset— its  chain  of  stores— to  claw  back  into  the  online 
game  against  Amazon.com.  And  in  the  second  part  of  our  report,  we  look  at  how 
companies  are  turning  profits  by  figuring  out  “What  Works  on  the  Web”  (Page  90). 


A  TALE  OF  TWO  BOOKSELLERS 

It  was  the  best  of  times  for  the  Riggios.  By  the  early  1990s,  after  25  years  of  running  campus  book¬ 
stores  in  lower  Manhattan,  and  buying  up  chains  one  by  one,  the  tough  entrepreneurial  family  from 
Brooklyn  had  amassed  an  empire  that  stretched  across  the  country,  with  hundreds  of  superstores  sell¬ 
ing  discounted  best-sellers.  Their  company,  Barnes  &  Noble,  had  battled  such  formidable  competitors 

as  Borders  Group,  the  bookstore  chain  based  in  Ann  Arbor,  Mich.,  and  had  used 
comfy  couches,  fragrant  cappuccino  bars  and  a  massive  selection  to  change  the 
rules  of  bookselling.  And  with  more  bookstores  and  market  share  than  its  closest 
rivals,  Barnes  &  Noble  had  plans  to  grow  even  bigger. 

But  it  was  soon  to  be  the  worst  of  times.  Although  e-commerce  was  only  a  glim¬ 
mer  on  the  horizon,  entrepreneurs  across  the  country  were  developing  plans  that 
would  change  the  status  quo  for  Barnes  &  Noble  and  other  large  retailers.  In 
July  1995,  Seattle-based  startup  Amazon.com  launched  its  ambitious  website, 
sending  the  first  e-commerce  shockwaves  through  corporate  America  and  directly 
threatening  the  Riggios’  perch  atop  the  bookselling  world. 

At  Barnes  &  Noble  the  reaction  to  the  upstart  online  competitor  was  anything 


Reader  ROI 

►  See  how  one  brick-and- 
mortar  retailer  learned  from 
its  e-commerce  mistakes 

►  Understand  the  importance 
of  integrating  stores  into  an 
online  strategy 

►  See  how  persistence  on  the 
Web  can  lead  to  success 
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but  swift.  The  retailer  first  set  up  shop  on 
America  Online  and  waited  20  months  to 
launch  an  e-commerce  site.  When  it  did,  the 
spinoff  Barnesandnoble.com  was  barraged 
with  criticism:  The  site  was  slow  and  hard  to 
use,  and  there  was  little  connection  between 
the  well-known  stores  and  the  website.  It 
reached  millions  fewer  online  shoppers  com¬ 
pared  with  Amazon.com.  Like  other  retail¬ 
ers,  it  struggled  with  order  fulfillment 
glitches  and  miscalculated  the  enormous 
importance  of  creating  ties  between  its  phys¬ 
ical  stores  and  its  online  one.  And  its  stock 
debut  during  the  raging  IPO  season  of  1999 
was  a  whisper  for  such  a  well-known  brand. 


All  told,  Barnes  &  Noble’s  predicament  gave 
rise  to  a  new  term  for  what  happens  when 
an  online  competitor  knocks  an  established 
business  on  its  heels:  getting  Amazoned. 

Four  years  after  the  website’s  launch, 
Barnesandnoble.com  is  far  from  down  for 
the  count.  The  online  book  merchant’s  story 
is  in  many  ways  a  parable  for  what  went 
wrong  when  traditional  companies  ap¬ 
proached  e-commerce  during  the  early  days 
of  the  dotcom  boom  and  how  a  major  brick- 
and-mortar  presence  can  learn  from  its  ini¬ 
tial  missteps. 

Now,  even  as  e-commerce  has  largely 
fallen  out  of  favor — and  Amazon.com  is  still 


struggling  to  eke  out  a  profit — 
Barnesandnoble.com  is  refocus¬ 
ing  the  venture  to  take  advantage 
of  its  brand  name  and  40  million 
regular  in-store  shoppers.  Cus¬ 
tomers  can  now  return  online 
purchases  in  the  stores — where 
they  initially  met  with  frustra¬ 
tion — and  dozens  of  customer 
service  counters  are  opening  in 
Barnes  &  Noble  superstores 
across  the  country,  allowing 
shoppers  to  check  inventory  or 
order  books  online. 

Recent  evidence  shows  that  the  com¬ 
pany’s  new  approach  is  working:  In  the  first 
quarter  of  2001,  Barnesandnoble.com  re¬ 
ported  a  higher-than-expected  jump  in  sales, 
leading  analysts  and  company  officials  to 
declare  that  the  number-two  online  book¬ 
seller  is  starting  to  take  market  share  from 
Amazon.com.  And  although  profits  are  not 
expected  until  next  year,  the  dotcom  has 
burnished  its  image  by  cutting  marketing 
and  cumbersome  fulfillment  costs. 

“We  had  a  very  steep  learning  curve,” 
says  Stephen  Riggio,  Barnesandnoble.com’s 
vice  chairman,  whose  older  brother, 
Leonard,  is  chairman  and  CEO  of  the  web- 


“We  had  a  very  steep  learning 
curve,”  says  Barnesandnoble 
.com  Vice  Chairman  Stephen 
Riggio.  “But  we’re  getting  a  lot 
better  at  e-commerce.” 
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Slow  but  Sure  Gains 

From  its  relatively  modest  base,  Barnesandnoble. corn’s 
growth  has  picked  up  speed 


Barnesandnoble.com  Amazon.com 


Revenue  1999  $193.7M  $1.6B 

Revenue  2000  $320.1M  $2.8B 

Revenue  Ql,  2001  $109M  (up  23%)  $410M  (up  2%)* 

*F!GURE  INCLUDES  BOOKS.  MUSIC  AND  VIDEO  SALES. 
SOURCES:  COMPANY  FINANCIAL  REPORTS  AND  MORNINGSTAR 


site’s  brick-and-mortar  counterpart.  “But 
we’re  getting  a  lot  better  at  e-commerce. 
We’ll  be  the  first  multichannel  retailer  to 
offer  pervasive  service  on  a  massive  scale.” 

LONG  DAY’S  JOURNEY 
TO  THE  WEB 

hen  Barnesandnoble.com  got 
started  in  1997,  the  e-commerce 
landscape  for  large  brick-and- 
mortar  retailers  was  mostly  barren.  K-Mart, 
Staples,  Wal-Mart  and  countless  others  had 
taken  only  small,  faltering  steps  onto  the 
Web,  and  none  of  them  faced  such  direct 
competition  like  Amazon.com. 

To  understand  the  significance  of  Ama- 
zon.com’s  arrival,  it’s  important  to  remem¬ 
ber  how  quickly  the  startup  built  an  impor¬ 
tant  brand  out  of  nothing.  When  Ama¬ 
zon.com  went  live  in  1995,  no  one  paid 
much  attention,  but  the  Internet  company 
quickly  started  ringing  up  sales  and  creat¬ 
ing  a  community  of  book  buyers  by  encour¬ 
aging  customers  to  post  their  own  reviews. 
Amazon.com  swiftly  took  control  of  the 
online  book  market  and  investors  took 
notice,  boosting  the  company’s  value  to 


close  to  $25  billion  by  late  1999,  even  as  it 
branched  out  to  sell  a  host  of  other  prod¬ 
ucts  such  as  video  games  and  toys.  That 
December,  Time  named  Amazon.com 
Founder  Jeff  Bezos  its  “Person  of  the  Year.” 

Today  those  in  charge  at  Barnesandnoble 
.com  play  down  the  rivalry  with  Ama¬ 
zon.com.  They  say  Barnes  &  Noble  faces  a 
slew  of  competitors  that  also  includes 
Walden  Books  and  even  Wal-Mart.  But  they 
do  acknowledge  that  the  early  days  weren’t 
easy  and  that  Barnesandnoble.com  took  the 
challenge  seriously.  “The  history  of  the  com¬ 
pany  is  to  never  underestimate  the  competi¬ 
tion,”  Stephen  Riggio  says.  (The  company 
even  sued  Amazon.com  over  the  use  of  the 


marketing  phrase  “Earth’s  biggest  book¬ 
store.”  The  parties  eventually  settled.) 

With  the  rise  of  Amazon.com,  Barnes  & 
Noble  and  other  brick-and-mortar  retailers 
began  to  question  age-old  assumptions 
about  success.  “Amazon.com  destroyed  the 
complacency  of  American  business,”  says 
Kathy  Biro,  vice  chairman  of  Digitas,  a  pro¬ 
fessional  services  company  based  in  Boston. 
“Here  was  a  company  that  had  no  inven¬ 
tory,  customers  without  the  expenses  of  a 
brick-and-mortar,  unlimited  access  to  capital 
and  not  a  worry  about  earnings.  They  were 
completely  rewriting  the  rules  of  business.” 

With  much  of  the  focus  on  the  new  online 
challenge,  Barnes  &  Noble’s  rate  of  store 


The  Players 

Barnesandnoble. corn’s  battle  with  Amazon.com  is  a  tale  of  titanic  ambitions  and  e-commerce  millions 


THE  FOUNDER 
Leonard  Riggio 

The  son  of  a  semiprofes¬ 
sional  boxer,  Riggio 
dropped  out 
of  New  York 
University 
to  open  a 
student 
bookstore 
in  1965.  In  1971,  he  bought 
an  unprofitable  seller  of 
textbooks  in  Greenwich 
Village  called  Barnes  & 
Noble.  The  rest  is  history. 


THE  ONLINE 
DEFENDER  OF  BARNES 
&  NOBLE’S  HONOR 
Stephen  Riggio 

Stephen, 

Leonard’s 
younger 
brother, 
worked 
at  the 
mother  ship  before 
founding  Barnesand- 
noble.com  in  May  1997. 

He  is  now  vice  chairman  of 
the  dotcom  and  acts  as 
CEO. 


THE  OUTSIDER 
Jonathan  Bulkeley 

Bulkeley,  who  started 
America  Online’s  British 
operation, 
was 
named 
CEO  of 
Barnes¬ 
andnoble 
.com  in  November  1998. 
He  abruptly  left  in  January 
of  2000,  relinquishing 
the  operation  to  the  Riggio 
family. 


THE  TECHNOLOGY 

LEADER 

Gary  King 

King  was  hired  as  CIO  of 
Barnesand- 
noble.com 
in  Decem¬ 
ber  1998, 
after  11 
years  at 
Avon  Products.  Now 
executive  vice  president 
of  operations  and  CTO, 
King  oversaw  the  creation 
of  Barnesandnoble.com’s 
infrastructure  and  supply 
chain  capabilities. 


THE  NEMESIS 
Jeff  Bezos 

Once  the  upstart 
competitor,  the  Amazon 
.com 
founder 
is  the 
number- 
one  Web 
bookseller. 

But  he’s  still  got  to 
convince  Wall  Street 
that  he  understands 
what  profit  means. 


-S.P. 
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The  New  College  Try 

A  program  to  offer  online  courses  lures  potential 
customers  to  Barnesandnoble.com 

BARNES  &  NOBLE  UNIVERSITY  may  have  started  out  last  year  as  a  branding 
campaign  for  the  booksellers'  e-commerce  arm.  But  with  more  than  250,000 
participants  signing  up  for  courses  in  topics  from  golf  basics  to  Jane  Austen  novels, 
executives  are  seeing  it  as  a  revenue  opportunity. 

Students  enroll  in  Barnes  &  Noble  University’s  80  courses  for  free.  But  Stephen 
Riggio,  vice  chairman  of  Barnesandnoble.com,  says  those  who  have  signed  up 
so  far  have  helped  create  a  new  revenue  stream  not  to  mention  providing  valuable 
information  in  customer  interests  and  tastes.  “The  university  is  a  concrete 
example  of  how  the  company  has  extended  its  brand  into  a  purely  Internet-related 
arena,”  he  says. 

Some  observers  say  it  may  be  too  early  to  judge  the  online  learning  venture’s 
success.  “The  jury’s  still  out  here,”  says  Michael  S.  Katz,  senior  vice  president  in  the 
IT  group  of  Booz,  Allen  &  Hamilton.  “They’ll  win  or  lose  this  on  how  they  use  the 
information  they  gain  about  customers  from  things  like  online  courses.”  -S.P. 


expansion  began  to  slow  in  the  late  1990s, 
and  the  company  made  a  bid  to  buy  La 
Vergne,  Tenn. -based  Ingram  Book  Group, 
the  country’s  biggest  book  distributor,  in 
order  to  get  rid  of  the  middleman  and  boost 
profits  in  book  sales.  Ingram’s  distribution 
centers  could  also  help  Barnesandnoble.com 
get  books  to  customers  more  quickly  than 
Amazon.com.  (The  deal  was  ultimately 
abandoned  after  the  Federal  Trade  Com¬ 
mission  voiced  antitrust  concerns.) 

Meanwhile,  the  staff  of  Barnesandnoble 
.com  was  struggling  to  put  together  a  com¬ 
petitive  e-commerce  site.  “We  had  to  do 
everything  on  our  own,”  Stephen  Riggio 
says.  “At  that  point  [1997],  there  weren’t 
any  third-party  technologies  or  consulting 
companies  to  help  out.  Not  everything  we 
did  worked  very  well.”  Barnesandnoble.com 
was  like  many  e-commerce  startups  at  the 
time,  but  the  stakes  were  much  higher.  If  it 
failed,  a  successful  site  was  just  a  click  away 
at  Amazon.com. 

Specifically,  the  company  was  “besieged 
with  orders”  without  having  adequate  tech¬ 
nology  to  handle  them,  Stephen  Riggio  says. 
Although  the  search  technology  has  always 
been  effective,  CRM  and  personalization 
technologies — areas  in  which  Amazon.com 
was  excelling — were  completely  absent,  he 
says.  Some  companies  were  building  those 
in-house  at  the  time,  but  the  vast  majority 
were  just  getting  started  in  that  area,  and 
software  packages  were  largely  unavailable. 
The  result  was  a  site  that  lagged  far  behind 
Amazon.com  when  it  came  to  ease  of  use 
and  customer  friendliness.  However,  “once 
you  open  your  doors  in  e-commerce,  you 
can’t  shut  them,”  Stephen  Riggio  adds. 

Bamesandnoble.com  wasn’t  alone.  “Most 
retailers  stumbled  with  ease  of  use,”  says 
Carrie  Johnson,  an  e-commerce  analyst  at 
Forrester  Research  in  Cambridge,  Mass. 
“Barnes  &  Noble  was  up  against  Amazon, 
the  easiest  site  to  use  on  the  Web,  and  they 
fell  victim.” 

“When  Barnesandnoble.com  first 
launched  their  site,  it  was  the  Internet  gold 
rush.  The  assumption  was  that  if  you  put 
your  product  out  there,  you’d  get  the  traffic 


and  everything  would  be  wonderful,”  says 
Michael  S.  Katz,  senior  vice  president  in  the 
IT  group  at  Booz,  Allen  &  Hamilton  in  New 
York  City. 

In  reality,  Barnes  &  Noble’s  Web  venture 
frustrated  users  with  its  lack  of  integration  to 
the  483  retail  stores,  where  there  were  no 
signs  of  the  e-commerce  arm.  At  the  time, 
Barnesandnoble.com  was  locked  in  a  dis¬ 
counting  war  with  Amazon.com,  and 
remaining  separate  allowed  the  company  to 
avoid  charging  sales  tax  for  online  sales  in 
states  where  it  had  stores.  Barnesandnoble 
.com  and  its  brick-and-mortar  parent  were 
pushed  further  apart  in  1998  when  the 
Giitersloh,  Germany-based  publishing  giant 
Bertelsmann  took  a  36  percent  stake  in  the 
company,  becoming  equal  partners  with 
Barnes  &  Noble.  The  following  year,  Barnes 
&  Noble  sold  20  percent  of  the  online  com¬ 
pany  to  the  public  in  an  initial  public  offer¬ 
ing  that  was  roundly  panned  by  the  finan¬ 
cial  press.  The  company’s  stock  rose  only 
27  percent  the  first  day  of  trading,  a  paltry 
showing  at  the  time. 

By  the  end  of  1999,  the  e-commerce  land¬ 
scape  was  looking  distinctly  unfriendly 
to  Barnes  &  Noble.  Barnesandnoble.com 


ended  the  year  with  4  million  customers, 
compared  with  Amazon.com’s  16.9  million. 
Revenues  in  1999  were  $193.7  million  ver¬ 
sus  Amazon.com’s  $1.6  billion.  Shopping  at 
Barnesandnoble.com  was  completely  incon¬ 
sistent  with  the  in-store  experience,  For¬ 
rester’s  Johnson  says.  “The  competition 
became  a  price  game,  and  Barnesandnoble 
.com  started  losing  it  to  Amazon,”  she  says. 

Two  years  later,  spinoff  has  become  a  bad 
word.  Disney  conceded  earlier  this  year  that 
setting  up  a  separate  “tracking”  stock  in 
November  1999  for  its  Go.com  portal  was  a 
bad  idea.  Ticketmaster,  which  carved  out  a 
separate  online  unit — Ticketmaster  Online- 
Citysearch — in  1998,  decided  in  March  to 
reunite  the  two  entities.  And  Staples,  the 
Framingham,  Mass. -based  office  supply 
company,  folded  its  Internet  arm  back  into 
the  parent  company  after  flirting  with  the 
spinoff  idea.  In  the  end,  companies  are  find¬ 
ing  that  customers  who  buy  from  both 
online  and  store  channels  are  more  loyal  and 
spend  more  money  than  those  who  shop 
through  one  channel. 

In  retrospect,  however,  Stephen  Riggio 
says  he  doesn’t  regret  the  Barnesandnoble 
.com  spinoff:  It  raised  $486  million,  money 
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that  was  necessary  to  build  the  website  and 
the  fulfillment  operations.  The  decision  to 
create  a  separate  online  company  was 
based  on  the  fact  that  the  capital  markets 
were  looking  favorably  on  Internet  com¬ 
panies  and  because  a  separate  company 
with  stock  options  could  attract  the  best 
talent.  “Of  course,  that  was  then,  and  this 
is  now,”  he  says. 


When  Stephen  Riggio,  who  had  stepped  aside, 
retook  the  helm  in  January  2000,  it  signaled 
that  the  struggling  dotcom  would  find  new  ways 
to  integrate  with  its  powerful  parent  company. 


ZEN  AND  THE  ART  OF 
WEBSITE  MAINTENANCE 

arnesandnoble.com’s  headquarters  in 
Manhattan’s  Chelsea  district  sports 
colorfully  painted  walls  and  exposed 
pipes  that  hearken  back  to  the  dotcom  days. 
In  the  middle  of  a  massive,  open  floor  of 
cubicles  and  exposed  beams,  dozens  of 
servers  hum  and  blink  in  a  dark  cavernous 
room.  The  cavelike  space,  known  as  the 
NOC  (or  network  operations  center),  serves 
as  the  website’s  nerve  center.  Technology 
investment  has  been  at  the  front  of  Barnes- 
andnoble.com’s  strategy  as  it  has  struggled 
to  figure  out  what  its  customers  want  and 
to  differentiate  itself  from  the  customer  serv¬ 
ice  and  personalization  specialists  at  Ama¬ 


zon.com.  Instead  of  giving  up,  as  Borders 
did  in  April  when  it  turned  over  its  Web 
operations  to  Amazon.com,  Barnesand- 
noble.com  has  set  out  to  improve  its  site  and 
build  a  distribution  and  logistics  system  for 
its  North  American  operations. 

Gary  King,  who  was  hired  as  CIO  in 
December  1998  and  is  now  executive  vice 
president  of  operations  and  chief  technol¬ 
ogy  officer,  stresses  that  1999  was  pivotal 
for  Barnesandnoble.com.  “In  addition  to 
adding  new  product  lines  and  new  capabili¬ 
ties  to  the  website,  we  also  sat  down  and 
said,  ‘What  does  our  infrastructure  need  to 
be  to  provide  the  kind  of  service  that  our 
customers  are  going  to  want?’”  he  says. 

King  and  his  IT  team  set  out  to  relaunch 
the  website,  a  process  that  overhauled  the 


e-commerce  company  on  both  the  front  and 
back  ends.  The  new  front-end  look  for 
Barnesandnoble.com  appeared  to  follow 
Amazon.com’s  lead  with  more  reviews  and 
fewer  clicks  between  a  customer’s  order  and 
purchase.  King’s  team  also  started  to  design 
a  distribution  and  logistics  system  that 
would  include  two  new  distribution  centers 
in  Memphis,  Tenn.,  and  Reno,  Nev.,  and 
cost  upward  of  $75  million.  Stephen  Riggio 
points  out  that  this  would  give  the  company 
better  order  fulfillment  capabilities  than  any 
rival  and  five  times  the  selection  in  books, 
music  and  videos  of  Amazon.com.  Barnes- 
andnoble.com  now  stocks  1  million  titles  in 
its  distribution  centers,  up  from  100,000 
titles  four  years  ago.  “We  had  to  build  the 
largest  and  most  expensive  supply  chain  in 
the  industry,”  Stephen  Riggio  says.  “No  one 
stocks  as  much  or  ships  as  fast  as  we  do.” 

The  online  bookseller  also  fought  back 
against  Amazon.com  by  venturing  into  new 
and  experimental  areas  of  technology, 
including  digital  books  (books  that  are 
downloaded  electronically),  wireless  order¬ 
ing  and  printing  on  demand  (in  which  shop¬ 
pers  can  order  out-of-print  books).  With 
those  innovative  ventures,  Barnesandnoble 
.com  sought  to  set  itself  apart  from  its  larger 
competitor.  Not  all  have  been  successful. 
The  company  is  pushing  ahead  with 
e-books  and  printing  on  demand,  but  the 
wireless  project  was  dropped  in  April,  after 
Internet-ready  cell  phones  failed  to  catch 
on.  “We  believe  completely  in  the  eventual 
adoption  of  wireless  once  the  appliance 
makes  sense  to  humans,”  King  says.  “For 
now,  we’re  happy  to  have  people  just  call 
us  and  not  fool  around.”  (See  “Wireless  in 
Manhattan,”  March  15,  2001.) 


What  the  Critics  Say 

“Barnes  &  Noble  treated  the  online  store  like  a  separate  entity. 

In  retrospect,  spinning  off  a  company  with  very  few  ties  to 
the  parent  was  a  mistake.” 

-CARRIE  JOHNSON,  ANALYST  AT  FORRESTER  RESEARCH 

“In  the  end,  online  bookselling  could  be  a  much  smaller 
business  than  [Barnes  &  Noble]  previously  had  envisioned, 
but  it  could  be  profitable.” 

-MICHAEL  KATZ,  SENIOR  VP  OF  I.T.,  B00Z,  ALLEN  &  HAMILTON 

“Barnesandnoble.com  is  doing  pretty  well  now.  They’re  still  losing 
plenty  of  money,  but  they’re  growing  faster  than  Amazon’s  core 
book  and  music  business.” 

-DAVID  KATHMAN,  STOCK  ANALYST,  MORNINGSTAR 
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After  coming  aboard  Barnesandnoble.com  in  late  1998,  CTO  Gary  King  asked,  “What  does  our 
infrastructure  need  to  be  to  provide  the  kind  of  service  our  customers  are  going  to  want?" 


King  says  that  Barnesandnoble. corn’s 
ability  to  launch  new  projects  quickly  has 
allowed  the  company  to  bounce  back 
from  setbacks  such  as  the  wireless  initia¬ 
tive.  As  an  example  of  such  speed,  he  cites 
an  SAP  implementation  for  financials, 
which  he  started  in  August  1999  and  fin¬ 
ished  in  January  2000.  “When  most  peo¬ 
ple  think  of  an  SAP  implementation, 
they’re  thinking  about  12  to  24  months,” 
King  says.  “The  ability  to  make  things 
happen  quickly  across  a  number  of  initia¬ 
tives  is  perhaps  our  biggest  innovation.” 


Large  technology  investments  don’t  guar¬ 
antee  online  success,  however.  In  order  to 
build  customer  loyalty  and  boost  conver¬ 
sion  rates,  which  measure  the  number  of 
visitors  who  actually  make  purchases,  the 
dotcom  badly  needed  to  market  itself 
through  Barnes  &  Noble  stores.  For 
observers  of  Barnesandnoble.com,  one  of 
the  most  hopeful  developments  came  after 
the  abrupt  departure  in  January  2000  of 
CEO  Jonathan  Bulkeley,  who  had  been 
brought  in  after  Bertelsmann  made  its  in¬ 
vestment.  Stephen  Riggio,  who  had  stepped 


On  a  sunny  afternoon  in  late 
May,  customers  line  up  at  a 
customer  service  counter  at 
Barnes  &  Noble’s  sprawling  super¬ 
store  in  Manhattan’s  spiffed  up 
Union  Square.  “Powered  by  Barnes- 
andnoble.com”  is  emblazoned  above 
the  counter  in  shiny  chrome  letters. 
At  the  counter,  salespeople  stare 
intently  at  computer  screens,  check¬ 
ing  to  see  if  books  are  available 
online  and  in  some  cases,  ordering 
books  for  customers.  Shoppers  can 
also  apply  to  join  the  “Reader’s 
Advantage”  program,  in  which 
they’ll  receive  online  and  in-store 
discounts  for  a  yearly  fee  of  $25. 

The  customer  service  counters, 
which  will  be  installed  in  all  of 
Barnes  &  Noble’s  more  than  500 
stores  by  the  end  of  the  year,  are 
symbolic  of  the  new  integration 
between  the  physical  bookstores  and 
the  e-commerce  site.  Four  years  after 
its  launch,  Barnesandnoble.com  is 
mining  its  biggest  potential  competi¬ 
tive  advantage  over  its  dotcom  com¬ 
petitor:  well-frequented  stores.  Since 
August  2000,  online  shoppers  have 
been  able  to  return  purchases  at  Barnes  & 
Noble  stores.  Later  this  year,  the  bookseller 
will  issue  a  universal  gift  card  that  can  be 
used  for  purchases  online  or  in  the  stores, 
says  Stephen  Riggio.  “Our  customers  see  us 
as  one  company,  and  increasingly  as  more 
Americans  go  online  they  will  go  to  brands 
that  they  know  and  trust,”  he  says. 

So  why  did  it  take  so  long  to  see  the  light? 
Stephen  Riggio,  a  fiercely  loyal  man  who 
bristles  at  comparisons  between  his  com¬ 
pany  and  Amazon.com,  dodges  this  ques¬ 
tion,  asserting  that  it  was  always  part  of 


aside  during  Bulkeley’s  tenure, 
retook  the  helm,  signaling  that  the 
struggling  dotcom  would  be  finding 
new  ways  to  integrate  with  its  pow¬ 
erful  parent  company. 


GREAT  EXPECTATIONS 
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Barnes  &c  Noble’s  long-term  plan  to  inte¬ 
grate  the  website  with  the  brick-and-mortar 
operations.  Early  on,  however,  in  addition  to 
the  question  of  online  sales  tax,  “it  was 
important  to  establish  experience  on 
[Barnesandnoble. corn’s]  own,  especially 
since  no  retailer  had  ventured  aggressively 
into  e-commerce,”  he  adds. 

Barnes  &  Noble  is  also  in  the  midst  of 
introducing  new  systems  into  its  stores, 
which  would  allow  employees  to  check  the 
availability  of  titles  in  real-time;  the  installa¬ 
tion  of  these  systems  have  made  it  easier  in 
recent  months  to  unite  the  retailer’s  IT  with 
the  e-commerce  infrastructure,  King  says. 

Despite  the  recent  upbeat  mood,  Barnes- 
andnoble.com  is  far  from  declaring  Web  vic¬ 
tory.  Amazon.com  still  has  three  to  four 
times  the  audience  of  Barnesandnoble.com, 
according  to  Nielsen/NetRatings  from  April. 
Visitors  to  the  site  also  spend  less  time  there 
than  those  to  Amazon.com,  Buy.com  and 
Cdnow.  “I  think  Barnesandnoble.com  is 
barking  up  the  right  tree,  they’re  just  not  far 
enough  up  it,”  Booz,  Allen  &  Hamilton’s 
Katz  says. 

Still,  Barnesandnoble.com’s  sales  report 
for  the  first  quarter  showed  that  recent 
efforts  to  exploit  all  of  the  sales  channels  are 
making  a  mark.  Revenues  grew  by  23  per¬ 
cent  over  the  previous  year  to  $109  million. 
By  contrast,  Amazon.com’s  core  books  and 
music  business  in  the  United  States,  which 
brought  in  $410  million  in  the  quarter,  grew 
by  only  2  percent.  Without  providing  spe¬ 
cific  numbers,  Stephen  Riggio  credits  the 
better-than-expected  results  with  rising  con¬ 
version  rates.  Gross  margins,  which  measure 
the  net  sales  minus  the  cost  of  doing  busi¬ 
ness,  rose  to  23  percent  from  15.8  percent. 
At  the  same  time,  Barnesandnoble.com  was 
able  to  cut  marketing  expenses  as  well  as 
the  cost  of  fulfillment  and  customer  service. 

Mark  Rowen,  an  e-commerce  analyst  at 

cio.com _ 

For  more  on  E-BUSINESS,  see  our 

research  center  at  www.cio.com/ec. 


Prudential  Securities  in  New  York  City, 
upgraded  the  company’s  stock  after  the  first 
quarter  results  came  out,  saying  he  estimated 
that  Barnesandnoble.com  had  gained  “sig¬ 
nificant  market  share”  from  “arch  rival 
Amazon.”  Barnesandnoble.com  doesn’t 
provide  statistics  on  market  share.  But 


Prudential  Securities  says  that  Barnesand- 
noble.com  captured  28  percent  of  total  com¬ 
bined  books,  music  and  video  sales  of  both 
Amazon.com  and  Barnesandnoble.com  in 
the  first  quarter,  up  from  21  percent  in  the 
fourth  quarter  of  2000. 

And  while  profits  most  likely  won’t  come 
before  late  2002,  Barnesandnoble.com’s  bal¬ 
ance  sheet  looks  strong,  with  $174  million  in 
cash  and  securities  and  no  debt. 

ALL  I  REALLY  NEED  TO 
KNOW  I  LEARNED  ON  THE 
RETAIL  FLOOR 

uring  its  four-year  existence, 
Barnesandnoble.com  has  experi¬ 
enced  all  of  the  ups  and  downs  of 
the  e-commerce  roller-coaster  ride,  from 
the  euphoria  of  launching  a  site  to  the  sting 
of  criticism.  And  it  doesn’t  look  like  things 
are  going  to  smooth  out  completely  any¬ 
time  soon.  The  retail  business,  and  book¬ 
selling  in  particular,  has  always  been  a 
narrow-margin,  cutthroat  industry.  To 
make  things  worse,  recent  studies  from  the 
National  Retail  Federation  show  that 
online  book  sales  are  leveling  off  after  five 
years  of  growth. 

All  this  and  still  that  titanic  online  bat¬ 
tle  rages.  In  July,  Barnesandnoble.com 


offered  free  shipping  for  orders  of  two  or 
more  items  to  U.S.  destinations,  one 
month  after  Amazon.com  had  offered  a 
similar  deal. 

Expect  more  skirmishes.  Barnesandnoble 
.com  has  learned  enough  to  proceed  in  a 
still-uncertain  environment  by  keeping  costs 


down  and  making  the  most  of  its  brand 
name.  “Growth  prospects  have  come  down 
for  everything  in  e-commerce,  and  that  has 
compelled  us  to  be  more  efficient,”  Stephen 
Riggio  says,  noting  that  the  company  cut 
1 6  percent  of  its  workforce  in  February  and 
has  cut  back  on  expenses.  Ironically,  things 
are  looking  up  for  Barnesandnoble.com  at 
a  time  when  many  e-commerce  sites  are 
struggling  to  survive. 

“Barnesandnoble.com  showed  a  lot  of 
courage  and  has  learned  a  tremendous 
amount,”  Biro  of  Digitas  says.  “Amazon 
created  the  online  phenomenon.  But  brick- 
and-mortar  companies  that  stuck  with 
e-commerce  are  now  going  to  be  the  ones 
left  standing.” 

Stephen  Riggio  is  resolutely  upbeat  about 
the  future  of  online  retail  despite  the  pall  that 
hangs  over  the  e-commerce  sector.  “The  cur¬ 
rent  downturn  and  lack  of  favor  of  e-com- 
merce  shouldn’t  prevent  companies  from 
developing  e-commerce  channels,”  he  says. 
“We  have  demonstrated  that  a  brick-and- 
mortar  retailer  can  add  a  sizable  new  chan¬ 
nel  of  business  into  their  operation.  If  any¬ 
thing,  it’s  a  lot  easier  to  do  it  today  than 
when  we  did  it.”  HPI 


Susannah  Patton  ( spatton@cio.com )  covers  B2C 
e-commerce  for  CIO. 


“Amazon  created  the  online  phenomenon. 

But  brick-and-mortar  companies  that  stuck 
with  e-commerce  are  now  going  to  be  the 

ones  left  standing.”  -KATHY  BIRO,  VICE  CHAIRMAN  OF  DIGITAS 
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Get  your  hands  on  twenty  gigs 

Literally. 
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Introducing 


UP  TO  20GB  OF  REMOVABLE  STORAGE 


i|p y r i g h t  ©2001  Iomega  Corporation.  All  rights  reserved. 


It’s  fast  (up  to  15MB  per  second  with  FireWire'). 
It’s  portable  (take  it  between  home  and  work). 
It’s  spacious  (can  back  up  an  entire  hard  drive). 
It’s  flexible  (USB  and  FireWire '  compatible). 

It’s  Peerless. 
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Surprisingly  versatile.  Infinitely  expandable. 


The  company  that  practically  invented 


it  again— in  a  very  big  way. 


removable  digital  storage  has  done 


Introducing  Peerless;  the  groundbreaking  storage  solution  from 
Iomega*.  This  sleek  magnetic  drive  is  super-fast,  with  transfer  rates 
up  to  15  MB/sec  (with  FireWire®).  Compact  and  portable,  the  disk 
slides  into  a  base  station  only  slightly  larger  than  the  disk  itself.  In 
fact,  the  whole  system  fits  in  the  palm  of  your  hand.  And  Peerless  is 
the  first,  true  high-capacity  removable  storage  medium  with 
cartridges  available  in  10  or  20  Gigabyte  configurations.  That's  right. 

Gigabytes.  Adding  extra  space  has  never  been  easier. 


Peerless  offers  modular  interchangeable  connectivity,  so  you 
can  switch  between  FireWire®  and  USB  computer  interfaces.  And 
Peerless  is  tough.  A  built-in  shock-absorption  system  protects 
against  drops  up  to  30  inches— just  in  case.  Plus,  it  features 
an  exclusive  design  that  keeps  the  read/write  heads  secure 
from  crashes  and  sealed  away  from  dust  and  other 
contamination. 


With  Peerless,  you  can  back  up  an  entire  computer  on  a 
single  disk.  It’s  powerful  enough  to  store  all  your  files,  fast 
enough  to  run  applications  straight  from  the  drive,  and 
versatile  enough  to  go  anywhere  you  do.  The  system  also 
comes  with  migration,  backup,  synchronization,  video 
editing,  and  music  management  software. 


Basically,  Peerless  offers  all  the  space  you  need  in  one 
incredible,  compact  drive.  It’s  the  next  big  thing  in 
removable  digital  storage.  Would  you  expect  anything 
less  from  Iomega? 

Complete  system  (includes  base,  1  disk, 
software,  cables,  interface  module,  power 
supply  and  protective  case  for  disk): 

$359-95 -10GB 
$399-95— 20GB 

Available  separately: 

10GB  Disks— $159.95 

20GB  Disks— $199.95 
USB  interface  module— $69.95 
FireWire*  interface  module— $89.95 
Base  station  and  interface  module 
of  your  choice— $249.95 


Peerless™  is  compact  (the  entire  drive 
fits  in  your  hand),  and  tough,  with 
built-in  shock  absorbers. 


Peerless  offers  interchangeable  10GB 
or  20GB  disks— there’s  always 
room  to  grow. 


Read/write  heads  are  integrated  into 
each  fully  sealed  Peerless  disk, 
drastically  reducing  the 
risk  of  contamination. 


With  its  high  transfer  rate.  Peerless 
is  fast  enough  to  run  programs 
directly  from  its  drive. 


The  Peerless  drive  supports  modular 
connectivity— you  can  switch  between 
FireWire*  and  USB  interfaces. 


Check  out  these  other  great  products  from  Iomega! 


■  Vs-rV 
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Zip®  Family  of  Products 

•  Over  42  million  drives  sold  worldwide 

•  Easy,  reliable  way  to  manage,  share 
and  protect  your  data 

•  Zip  disks  are  durable  and  secure 

•  Available  in  USB,  parallel  port,  SCSI,  internal 
ATAPI  and  notebook  versions 

•  QuikSync™  2  software  30-day  free  trial 
included  with  the  purchase  of  any  Zip®drive. 


needed 

One  250  MB  disk  = 

170  floppies  and  no  formatting  required 
Works  with  all  100MB  and  250MB  Zip  disks 

Order  now  and  get  $30  instant  savings!** 


Upgrade  your  floppy  -  'fZ. 

one  100MB  disk  ^ 

=  70  floppy  disks 

Easy  to  connect  USB 

cable— no  rebooting  required 

Portable  between  work  or  school  and  home 

Order  now  and  get  $20  instant  savings!** 


ZIP'  250MB  USB-Powered  Drive 


ZIP' 100MB  USB  Drive 


•  Fast,  effective 
network  storage 
expansion 

•  Add  up  to  320GB  of  space  at  a  time 

•  Supports  Windows/UNIX/Novell/Mac/Linux 

•  160GB/320GB 


From  $249.95 


From  $3,299.95 


•  World’s  Smallest  Hard 
Drive  —  1GB  also  available 

•  Affordable  storage  for 
portable  digital  devices 

•  Included  PC  Card  adapter 
expands  laptop  storage 


Great  looks,  high 
performance  (4x4x6) 

r, _ C _ x.  C _ _ _ _ rr\.  . 

•  V-  I  IV.WI  IUI  V-l  V-Ulll  |Cj  I  1 1  u  Jl  v-  v_Ly  j 

and  storing  photos 

Hot  swappable  and  easy  to  set  up 

(FireWire™  available) 

Save  $50  in  mail-in  savings!** 


Predator  700MB  CD-RW  USB 


Microdrive™  340MB 


DataSafe  Network  Attached  Storage 


FotoShow  Digital  Image  Center 


HipZip-  Digital  Audio  Player 


Displays  digital  photos  on  TV 
Lets  you  edit  pictures 
easily  without  a  computer 
Copies  CompactFlash™, 

SmartMedia™  and  Microdrive™  media  to 

inexpensive  Zip”  disks 

Also  a  great  presentation  tool 

Save  $50  in  mail-in  savings!** 


$19995 


•  MP3  and  WMA  compatible 

•  Up  to  80  minutes  of 
music  on  inexpensive 
PocketZip™  disks 

•  12-hour  rechargeable 
battery,  anti-skip  design 


Automatic  backup  software 


$39-95 


•  Copies  saved  files  so  you  don’t  have  to 

•  Compatible  with  all  Iomega  drives 

•  The  latest  version  of  our  easy-to-use,  convenient  backup  software 

•  Ultimate  protection  against  data  loss  caused  by  computer  viruses, 
crashes  and  human  error 

•  Flexible  user  preferences 

QuikSync "  2  software  30-day  free  trial  is  now  included 
with  the  purchase  of  any  Zip®  drive. 


QuikSync™ 3  Automatic  Backup  Software 


‘Price  reflects  current  savings  offer. 

“Zip  drive  and  FotoShow  offers  good  from  July  1,  2001-September  1,  2001.  Predator  offer  good  from  July  1,  2001-September  29,  2001. 


To  get  special  offers, 
purchase  products 
directly  or  find  a 
dealer  near  you, 
visit  www.iomega.com 
or  call  toll  free 

1-866-664-1480 

refer  to  offer  code:  cioi 


iomega* 

Without  a  doubt 


Toll 


866-664-1480  www.iomega.com 


QuikSync~2 

$19.95 

(PC/ Mac) 
QuikSync”3 

$39-95 

(PC/ Mac) 

Mac  available 
7/15/01 


Iomega 

.  Without  a  doubt 


Drive 

Solutions 


PC/ Mac  Drives 

(Disks  sold  separately) 


Pocket  Zip  ” 
$99-95* 


Media  Solutions 


“  HipZip" 

Software  5l99*95 
Compatible 
with  all 

Iomega*  i 
Drives 


Zip*ioo 
$79-95***  < 


Zip®250 

$149.95*** 


Zips250 

Bay  Tray 

$229.95 


FotoShow 

$199.95* 


Predator” 
$199.95***  ™ 


Microdrive” 

PC  Card 

$249.95* 


Jaze2GB 
$349-95 


Peerless” 
$249.95* 

DataSafe M 

Operating  Envlroments 
MS/UNIX/Novtfl /Mac/ Linux 

$3299.95  (160GB) 
$4999-95  (320GB) 


SmartMedia" 

16MB 

$34-95 

32MB 

$49-95 

64MB 

$89-95 


*5  ®  £ 

<  2  to  «g  % 

P  O  ro  <_)  </l  .h 
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Duxl-10/100  Ethernet 
UPS 

Ultra  160  SCSI 

Gigabit  Ethernet 
(320GB) 


CompactFlash" 

16MB 

$39-95 

32MB 

$59-95 

64MB 

$99-95 

128MB 

$199-95 


PocketZip" 

40MB 

$9-99“ 


CD-RW 

(Currently 

not 

available 

from 

Iomega) 


Microdrive’" 

Jaz* 

Peerless’ 

340MB 

1GB 

10GB 

$249.95 

$8995 

$159-95 

lGB 

2GB 

20GB 

$499-95 

$9995 

$19995 

R 

m 

f 

40MB  capacity 
o.6MB/second 

40MB 


Up  to  100MB  capacity 
Up  to  i.4MB/second 


100MB 


Up  to  250MB  capacity  ^ 

Up  to  2.4MB/second 

100MB  250MB 


Up  to  250MB  capacity 
Up  to  2.4MB/second 

100MB  250MB 


Capacity 

Speed 


Up  to  250MB  capacity 
Up  to  o.5MB/second 

iRead  only 


700MB  capacity 
Up  to  i.2MB/second  (write  speed) 


700MB 


Up  to  1GB  capacity 
NeW  Upt0  7.5MB/second 


340MB  1GB 


Up  to  2GB  capacity 
Up  to  8.oMB/second 

W 

19 

1GB 

2GB 

Up  to  20GB  capacity 
N  e W  Up  to  isMB/second 


10GB  20GB 


m. 


Up  to  320GB  capacity 
N  eW  Up  to  iGb/second  ethernet  speeds 


-Some  drive  models  priced  higher. 

•‘When  purchased  in  quantity. 

•‘•Price  reflects  current  savings  offer. 

Zip  drive  and  FotoShow  offers  good  from  July  1,  2001-September  1,  2001. 
Predator  offer  good  from  July  1,  2001-September  29,  2001. 


Free 


-866-664-1480  www.iomega.com 


I  ;.\ 
, 


To  find  a  dealer  near  you  or  to  purchase  products  directly, 
visit  iomega.com  or  call  toll  free  1-866-664-1480 


IF  ONLY  WAS  THIS  EASY 

CI0.com  makes  outsourcing  your  IT  projects  as  easy  as  pie.  Simply  log  on  to  our 
BuyersandSellers  Network  to  access  complete,  up-to-date  information  on  top-notch 
IT  and  e-business  solution  providers.  You  can  search  the  directory  by  location  or 
category,  qualify  and  contact  providers  online,  and  post  RFPs  to  gather  competitive 
bids.  So  whether  you're  looking  for  consultants,  services,  or  contract  employees, 
you'll  find  the  resources  you  need  -  with  ease. 

Try  it  today  -  it's  fast  and  free! 


1CI0I 

BuyersandSellers  Network 

cio.newmediary.com 


Consulting 


Hardware 


IT  Services 


Network  Services 


Security  Software  Storage  Telephony  Web  Development 
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Special  Report 


E-Commerce 


For  all  the  optimism  surrounding  Barnesandnoble.com  today 
(see  Page  78),  it  still  hasn’t  turned  a  profit.  And  that’s  hardly 
unique  in  the  B2C  e-commerce  space.  But  some  businesses  are 
actually  making  money  online.  It’s  worth  taking  note  of  them 
because  they’ve  figured  out . . . 


what 


works 

on  the  web 


BY  SUSANNAH  PATTON 


Leonard  Shneyderman  turned  his  first  profit  when  he  was  16  years  old.  It  was  1986,  a  year  after  he  and 
his  family  had  emigrated  from  Moscow  to  Brookline,  Mass.  Shneyderman,  then  a  high  school  sopho¬ 
more,  noticed  that  parking  was  tight  in  his  neighborhood.  So  he  made  a  deal  with  a  local  property  owner 
to  rent  a  vacant  lot,  subletting  parking  spaces  to  eager  local  residents,  all  before  putting  a  penny  down  himself.  The 

margins  were  high  and  profits  so  substantial  that  he  was  soon  able  to  buy  him¬ 
self  a  black  Volkswagen  Jetta. 

He  also  absorbed  a  lesson  in  doing  business. 

“I  would  never  bother  starting  a  business  that  wasn’t  cash  flow  positive  early 
on,”  says  Shneyderman,  who  went  on  to  earn  an  MBA  from  Babson  College 
in  Wellesley,  Mass.,  and  work  as  an  investment  banker  for  GE  Capital  and 
Paine  Webber.  Shneyderman,  now  30,  and  his  older  brother  started  an  Internet 
company  two  years  ago  based  on  the  same  principles  derived  from  the  park¬ 
ing  lot  venture:  Find  a  promising  niche  and  proceed  without  spending  a  bundle. 
GameColony.com,  which  hosts  fee-based  tournaments  in  chess,  checkers,  gin 
and  other  games  of  skill,  went  live  in  February  2000 — just  before  the  Nasdaq 
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►  Find  out  why  some 
e-commerce  business 
models  were  doomed  to  fai 


►  Learn  rules  for  e-commerce 
success 

►  See  how  some  e-commerce 
sites  are  turning  profits 
despite  the  dotcom  flameout 
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took  its  dive  and  the  dotcoms  started  to 
expire.  But  don’t  expect  the  Shneyderman’s 
Newport  Beach,  Calif.-based  company  to 
go  the  way  of  Pets.com  or  Kozmo.com. 
In  February,  the  Internet  startup  started 
showing  a  profit  (albeit  a  small  one),  some¬ 
thing  neither  Boo.com,  Furniture.com, 
Kozmo.com,  Pets.com,  nor  hundreds  of 
other  well-financed  and  well-promoted  dot¬ 
coms  ever  did. 

Shneyderman,  the  CEO,  says  the  frugality 
that  was  natural  to  an  immigrant  has  much 
to  do  with  it.  With  $755,000  in  original  cap¬ 
ital — $625,000  from  venture  companies 
Acorn  Angels,  D.K.  Capital  and  Dover 


Capital,  and  $130,000  from  his  and  his 
brother’s  bank  accounts — Shneyderman 
started  GameColony.com,  buying  three  Sun 
enterprise  servers  from  a  defunct  dotcom  for 
a  total  of  $39,000,  less  than  one-third  the 
original  sticker  price.  (The  deceased  dotcom 
had  received  $15  million  in  startup  funding 
and  shut  down  after  nine  months.)  He 
signed  up  with  Web  hoster  HarvardNet 
(whose  Web  hosting  assets  have  recently 
been  swallowed  by  Allegiance  Telecom)  for 
$1,500  a  month  for  a  T1  line,  which  can 
burst  to  a  T3  line  if  volume  increases.  Then 
he  hired  five  programmers  from  Saint 
Petersburg,  in  the  former  Soviet  Union,  to 


‘You  can  make  money  on  the 
Internet  if  you  don’t  spend 
a  lot  in  the  first  place,”  says 
GameColony.com  Cofounder 
and  CEO  Leonard  Shneyderman. 


run  the  site.  “They’re  working 
very  hard,  and  they’re  making  the 
equivalent  of  six  times  what  an 
average  Russian  programmer 
makes,”  Shneyderman  says, 
adding  that  a  windfall  for  them 
is  roughly  one-fifth  of  what  their 
U.S.  counterparts  would  earn  for 
the  same  work.  (The  Russian 
programmers  also  receive  hous¬ 
ing  and  a  small  piece  of  the  com¬ 
pany.) 

Onsite  advertising  is  already 
covering  GameColony’s  $28,000 
a  month  operating  costs,  and  the 
company  has  recently  launched 
tournaments  with  players  from 
around  the  world  paying  to  com¬ 
pete  for  prize  money.  (The  fee- 
based  tournaments  were  launched  in  July.) 
GameColony  has  300,000  registered  users 
in  the  United  States,  Europe  and  Asia. 
Players  pony  up  an  entry  fee  for  each  game, 
whether  it’s  checkers  or  gin,  and  the  winner 
collects  80  percent  of  the  kitty,  leaving  20 
percent  for  GameColony. 

“I’m  here  to  run  a  business,”  Shneyder¬ 
man  says.  “We  don’t  view  ourselves  as  an 
Internet  company — we’re  a  gaming  com¬ 
pany.  The  Internet  just  happens  to  be  a  per¬ 
fect  venue.  Other  dotcoms  raised  millions 
in  capital  and  the  money  was  wasted.  You 
can  make  money  on  the  Internet  if  you  don’t 
spend  a  lot  in  the  first  place.” 


www.cio.com 
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Special  Report 


E-Commerce 


A  Growing  Slice  of 
the  Retail  Pie 

Online  penetration  of  the  retail  market 


CATEGORY 

2000 

2001 

Computer  hardware/software 

17.7% 

22.6% 

Books 

11.1 

13.3 

Travel 

10.5 

14.9 

Music/video 

6.3 

9.3 

Collectibles/auctions 

4.6 

6.2 

Toys 

3.7 

6.2 

Event  Tickets 

3.5 

4.9 

Flowers/cards/gifts 

3.4 

5.7 

Consumer  electronics 

3.1 

4.8 

Sporting 

1.4 

2.9 

SOURCE:  THE  BOSTON  CONSULTING  GROUP  AND  SHOP.ORG 


TAKE  THAT,  MR.  FIRST- 
MOVER  ADVANTAGE 

hile  it’s  now  clear  that  most 
online  business  models  were 
fated  to  fail  (even  Amazon.com, 
the  avatar  for  all  things  B2C,  had  not  as  of 
June  shown  a  profit),  a  group  of  consumer 
sites  on  the  Internet,  including  Game- 
Colony.com,  have  been  quietly  counting 
their  profits  for  months.  That’s  how  recently 
it  is  that  anybody — with  the  exception  of 
eBay,  Yahoo  and  a  handful  of  catalog  out¬ 
fits — has  turned  a  profit. 

No  one  said  making  money  by  selling 
things  over  the  Internet  was  going  to  be  easy, 
of  course.  Those  heady  days  when  the  CEO 
of  Beyond.com  could  grab  our  attention  by 
appearing  in  his  skivvies  on  CNBC  to 
demonstrate  that  customers  could  use  his 
site  in  their  home  and  in  any  state  of  dress 
or  undress  are  ancient  history  now.  And  the 
carnage  continues.  At  least  435  Internet 
companies — of  which  47  percent  were  e- 
commerce  ventures — have  shut  down  since 
January,  according  to  Webmergers.com,  a 
San  Francisco  research  hub  for  buyers  and 
sellers  of  Internet  properties.  More  telling, 
perhaps,  is  this  statistic:  Of  the  494  Internet- 
related  businesses  that  went  public  during 
the  past  five  years,  only  1 1  percent  trade  at 


more  than  their  offering  price, 
and  nearly  one-third  trade  at 
more  than  80  percent  below 
their  offering  price,  according  to 
Sandeep  Varma,  a  vice  president 
at  the  New  York  City-based  con¬ 
sultancy  Stern,  Stewart  &  Co. 

And  with  the  air  whooshing  out 
of  the  economic  balloon,  many 
brick-and-mortar  companies  are 
cutting  back  on  their  e-com¬ 
merce  spending,  Varma  says.  Or, 
in  the  case  of  bookselling  giant 
Borders,  giving  up  entirely.  In 
April  2000,  the  Ann  Arbor, 

Mich. -based  bookseller  turned 
its  Web  operations  over  to  Ama¬ 
zon.com. 

Is  it  time  then  to  trash  your  e- 
commerce  plans?  Not  necessarily.  While 
Pets. corn’s  pooch  has  been  relegated  to  the 
back  of  the  sock  drawer,  consumers  are  still 
looking  to  the  Web  to  spend  their  money. 
In  fact,  consumer  e-commerce  revenues  hit 
$44.5  billion  in  2000 — a  66  percent  increase 
over  1999  levels — and  represent  1.7  percent 
of  all  U.S.  retail  revenue,  according  to  a  May 
study,  “The  State  of  Online  Retailing  4.0,” 
conducted  by  the  industry  group  Shop.org 
and  The  Boston  Consulting  Group.  The  sur¬ 


vey  also  showed  that  e-commerce  revenue 
now  accounts  for  more  than  10  percent  of 
total  retail  revenue  in  the  computer  prod¬ 
uct,  book  and  travel  sectors.  (See  “A 
Growing  Slice  of  the  Retail  Pie,”  above.) 
And  this  year,  the  survey  predicts,  online 
shopping  will  rise  an  additional  46  percent 
to  $65.1  billion. 

At  the  beginning  of  2000,  many  compa¬ 
nies  embarking  on  e-commerce  initiatives 
were  obsessed  with  building  market  share, 
figuring  that  profits  would  follow  sooner  or 
later.  Large  corporations  trembled  as  dot¬ 
com  insurgents  such  as  eToys  and  Amazon¬ 
.com  threatened  to  topple  the  Fortune  500, 
while  business  consultants  and  gurus  lined 
up  to  sing  the  virtues  of  the  Web.  The  Inter¬ 
net  would  drive  down  operating  costs,  wipe 
out  all  middlemen  and  disrupt  the  corpo¬ 
rate  hierarchy.  It  was... a  paradigm  shift!  All 
that  really  mattered,  the  wise  men  said,  was 
getting  there  first  and  getting  big  fast.  And 
by  the  way,  advertising  would  take  care  of 
the  moneymaking  side  of  things.  But  those 
retailers  and  service  providers  who  focused 
on  profits  from  the  get-go  have  demon¬ 
strated  that  e-tailing  has  more  to  do  with 
old-fashioned  business  sense — and  the  abil¬ 
ity  to  ship  boxes  around  the  country — than 
with  which  outfit  has  the  snazziest  website 
or  most  innovative  business  model. 


W  :  it .  cm 
at  the  time... 


“There  isn’t  an  Internet  company  in 
the  world  that’s  going  to  fail  because 
of  mistakes.  Internet 
companies  make 
thousands  of  mistakes 
every  week.” 

-CANDICE  CARPENTER. 

COFOUNDER  OF  IVILLAGE  IN 
FAST  COMPANY  MAGAZINE, 
FEBRUARY  1998 


“Profits  are  the  lifeblood 
of  a  company  but  not  ,*■ 

the  reason  to  exist.  You 

'  *  T 

don’t  live  for  your  blood, 
but  you  couldn’t  live  without  it.  We 
were  profitable  for  about  an  hour  in 
December  1995,  but  it  was  probably 
a  mistake.  And  in  December  of  last 
year,  our  book  business  was  profitable. 
But  it’s  not  clear  that’s  in  our 
shareholders'  long-term  interest.” 

-AMAZON.COM  CEO  JEFF  BEZOS 
IN  PC  WEEK,  MARCH  1999 
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By  looking  at  those  few  hearty  sites  that 
are  actually  making  money,  we’ve  extracted 
four  rules  that  can  lead  to  profits  on  the  Net: 
Be  diverse,  exploit  your  channels,  be  frugal 
and  above  all,  keep  your  wits  about  you. 


'Five  years  ago  we  were  an  online  travel  agency.  Now  we’re  a  database-driven 
marketing  and  transaction  company,”  says  Travelocity  CEO  Terrell  Jones. 


PROFIT  IS  A  MANY- 
SPLENDORED  THING 

hen  Fort  Worth,  Texas-based 
Travelocity.com  got  off  the 
ground  five  years  ago,  its  busi¬ 
ness  model  was  simple:  Sell  airline  tickets 
online  and  make  money  from  advertising. 
That  simple  notion — profits  will  come  from 
one  primary  source — has  now  proven  fatal 
for  scores  of  Internet  businesses,  including 
Disney’s  portal  Go.com  and  other  content 
sites  that  put  too  much  faith  in  online  adver¬ 
tising.  (Even  Yahoo,  which  has  shown  a 
profit,  has  faced  recent  trouble  because  it 
relied  too  heavily  on  advertising  as  its  pri¬ 
mary  source  of  revenue.)  And  yet,  this  spring 
Travelocity  posted  its  first  operating  profit 
while  its  registered  users  rose  to  27  million. 

Travelocity’s  success,  according  to  CEO 
Terrell  Jones,  stems  from  its  ability  to  diver¬ 
sify  and  keep  revenues  streaming  in  from  dif¬ 
ferent  avenues.  “Five  years  ago  we  were  an 
online  travel  agency,”  says  Jones,  who 
started  his  career  as  a  travel  agent  and  went 
on  to  become  the  CIO  of  Sabre,  the  Fort 
Worth,  Texas-based  software  developer  and 
travel  reservations  company.  “Now,  we’re  a 
database-driven  marketing  and  transaction 
company.”  By  that  Jones  means  that  Travel¬ 
ocity  uses  its  customer  database  to  sell  travel 
merchandise,  such  as  totes  and  suitcase  sets, 
and  promote  travel  clubs  in  which  people 
pay  to  receive  regular  travel  upgrades  and 
other  services. 

Travelocity,  which  faces  fierce  competi¬ 
tion  from  Microsoft’s  Expedia,  as  well  as 
individual  airline  sites  and  the  airline  con¬ 
sortium  Orbitz,  reported  its  first  quarterly 
operating  profit  of  $618,000  in  April  on 
sales  of  $73  million — compared  with  a  loss 
of  $5.6  million  on  sales  of  $35.7  million 
in  2000.  Travelocity.com  is  one  of  several 
sites  that  are  benefiting  from  courting 

' 


diverse  sources  of  revenue.  Homestore.com 
in  Thousand  Oaks,  Calif.,  offers  lists  of 
1.5  million  homes  and  6  million  rental 
apartments  for  free  and  has  been  profitable 
for  the  past  three  quarters.  Much  of  Home- 
store’s  revenue  comes  from  advertising  and 
listing  fees  charged  to  real  estate  agents,  but 
the  company  also  sells  software  that  helps 
realtors  keep  track  of  clients. 

“Most  online  businesses  should  consider 
migration  from  advertising  to  diverse  mod¬ 
els,”  says  John  Marshall,  senior  vice  presi¬ 
dent  and  head  of  digital  strategy  at  Digitas,  a 
Boston-based  consultancy.  “The  truth  is  that 
most  sites  haven’t  paid  off.  The  focus  now 
should  be  on  ROI  and  profitability.” 


Making  a  profit  online  in  the  travel  sec¬ 
tor  is  easier  than  in  many  others  because  an 
airline  ticket  doesn’t  need  to  be  shipped  in 
boxes  across  the  country  and  around  the 
world.  “We’re  selling  a  virtual  product.  We 
don’t  have  the  same  problems  a  clothing 
retailer  has,”  Jones  says.  Indeed,  Travelocity 
competitor  Expedia  recently  reported  an 
operating  profit,  and  Southwest  Airlines  sold 
30  percent  of  its  tickets  online  last  year. 

Today  Travelocity  gets  25  percent  of  its 
revenue  from  advertising,  with  another 
25  percent  coming  from  airline  commissions 
and  the  rest  from  reservation  system  fees 
and  non-air  travel,  such  as  vacation  pack¬ 
ages  and  cruises.  Travelocity  uses  targeted 
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e-mail  campaigns  to  promote  the  newer 
sources  of  revenue  such  as  the  vacation  and 
travel  packages,  Jones  says.  The  travel  site 
is  also  branching  out  by  selling  travel  gear 
and  publishing  Travelocity  Magazine. 

Unlike  travel  service  customers,  most 
homebuyers  and  sellers  still  want  to  work 
with  an  agent,  and  during  the  past  year 
dozens  of  real  estate  sites  have  gone  out  of 
business.  Homestore.com  has  been  able  to 
mm  a  profit  by  expanding  its  original  homes- 
for-sales  listing  to  a  broad  Web  business  that 
includes  selling  software  to  real  estate  agents 
as  well  as  a  service  that  generates  leads  for 
custom  home  builders.  This  year  Homestore 
reported  a  first-quarter  net  income — exclud¬ 


ing  various  charges — of  $4  million  on  rev¬ 
enues  of  $  1 1 8.4  million,  compared  with  a  pro 
forma  net  loss  of  $33.7  million  on  $57.6  mil¬ 
lion  in  revenues  for  the  same  period  a  year 
ago.  And  the  Internet  company  predicts  full 
year  pro  forma  revenues  of  $500  million, 
compared  with  $230  million  last  year. 

MO’  BETTER  CHANNELS 

t’s  not  surprising  that  catalog  retailers 
such  as  L.L.Bean  and  Victoria’s  Secret 
have  prospered  on  the  Web.  After  all, 
they  had  already  mastered  the  tricky  busi¬ 
ness  of  fulfilling  orders  and  shipping  boxes 
around  the  planet.  They  had  call  centers  up 


Make  Friends  with  the  Middleman 

Why  online  sales  need  offline  help 

IN  1999,  AN  E-COMMERCE  team  at  Maytag  decided  that  consumers  were  ready 
to  buy  washing  machines  over  the  Web.  Retailers  and  distributors,  however,  were 
not  pleased,  believing  that  their  businesses  would  suffer.  The  Newton,  Iowa-based 
appliance  maker  decided  to  back  off. 

But  like  many  manufacturers,  Maytag  has  spent  the  past  two  years  rethinking 
e-commerce.  And  slowly  it’s  coming  up  with  ways  to  work  the  Web  without 
making  waves. 

In  January,  Maytag  launched  a  new  site  that  allows  customers  to  choose  the 
washer  and  dryer  of  their  dreams  and  buy  it  online,  and  software  from  Redwood  City, 
Calif.-based  Comergent  Technologies  automatically  transfers  customers  to  a  local 
retailer’s  site.  Maytag  charges  the  retailers  a  fee  to  participate  in  the  program,  and  so 
far  30  percent  of  the  country’s  10,000  Maytag  dealers  have  signed  on. 

“We  said,  OK,  how  can  we  work  with  retailers  out  there?”  says  Ken  Boyle,  Maytag’s 
vice  president  of  e-business.  Boyle,  who  helped  put  together  Delta  Air  Line’s  e- 
commerce  site  before  coming  to  Maytag,  says  the  site  will  be  profitable  before  2003. 
Already,  he  says,  half  of  the  Internet  orders  come  during  nonbusiness  hours  and  the 
average  ticket  price  for  a  sale  is  more  than  $1,000.  “What  we’re  finding  is  that  people 
do  trust  the  Internet  for  large  purchase,”  says  Boyle. 

Car  manufacturers  are  heading  in  the  same  direction— think  global,  implement 
local.  Ford,  for  example,  has  partnered  with  dealers  in  a  site  that  lets  customers 
choose  their  car  model  and  get  a  price  quote  from  a  local  dealer.  FordDirect,  now 
operating  in  12  states,  allows  the  carmaker  to  compete  with  dotcoms  such  as 
Autobytel.com  while  maintaining  cordial  relations  with  those  that  move  their  cars 
off  the  lots.  “Over  time,  we’ll  build  a  conduit  to  the  consumer  that  is  far  better  than 
any  single  dealer  can  build  on  their  own,"  says  Randy  Ortiz,  executive  director  of 
Ford’s  “e-ssembly”  unit.  “Suffice  it  to  say,  fulfillment  will  always  be  through  the 
local  dealer.”  -S.P. 


and  ready,  and  their  customers  were  already 
willing  to  buy  things  without  touching  them. 
And  they  knew  the  value — in  dollars  and  in 
loyalty — of  treating  customers  with  equal 
importance  no  matter  which  channel  they 
shopped,  store  or  catalog. 

What  is  surprising  is  that  so  many  tradi¬ 
tional  companies  failed  to  learn  from  the 
cataloger’s  experience  when  they  were 
devising  their  e-commerce  strategies. 
Instead,  they  were  so  focused  on  establish¬ 
ing  their  Internet  presence  that  they  failed  to 
exploit  their  brands  and  their  brick-and- 
mortar  stores.  “Those  companies  that  tried 
to  emulate  dotcoms,  like  Toys  “R”  Us  and 
Barnes  &  Noble,  did  a  lousy  job,”  says 
Glenn  Rifkin,  coauthor  of  Radical  E:  From 
GE  to  Enron — Lessons  on  How  to  Rule  the 
Web,  which  analyzes  Internet  strategies  of 
large  corporations,  including  General 
Electric  and  Staples.  “They  decided  that 
brands  would  conflict,  so  they  separated 
them  and  neglected  to  use  either  channel  to 
promote  the  other.  ” 

Meanwhile,  the  list  of  catalog  compa¬ 
nies  making  money  online  is  long  and 
growing.  Eddie  Bauer,  which  made  a  profit 
in  2000  and  predicts  the  same  for  2001, 
saw  its  sales  rise  almost  100  percent  in  the 
fourth  quarter  of  2000.  From  the  start, 
Redmond,  Wash. -based  Eddie  Bauer, 
owned  by  Downers  Grove,  Ill. -based 
Spiegel  Group,  allowed  customers  to 
return  purchases  made  online  to  a  brick- 
and-mortar  store.  Barnes  &  Noble,  for 
example,  only  recently  wised  up  to  that 
customer-considerate  strategy.  “We  saw 
early  on  that  if  we  can  get  customers  to 
shop  in  more  than  one  channel,  their  over¬ 
all  loyalty  goes  way  up,”  says  Sally 
McKenzie,  division  vice  president  for  inter¬ 
active  media  for  Eddie  Bauer.  “Selling 
apparel  online  is  pretty  tricky — but  it’s 
pretty  tricky  in  stores  as  well.” 

Sharperimage.com,  like  Eddie  Bauer,  has 
found  that  the  more  catalogs  it  mails  out, 
the  more  Internet  traffic  the  company  gets. 
“Our  catalog  is  far  from  a  loss  leader,”  says 
Greg  Alexander,  senior  vice  president  for  IT 
at  the  Sharper  Image  in  San  Francisco.  “It 
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“We  view  the  Web  as  just  another  channel  for  customers  to  learn  more  about 
[our]  products,”  says  Sharper  Image  Senior  Vice  President  for  IT  Greg  Alexander. 


drives  a  significant  amount  of  our  Web  busi¬ 
ness.”  (See  “Not  Paper  Tigers,”  this  page.) 
Alexander  says  Sharperimage.com  has  been 
profitable  on  its  own  since  it  launched  in 
1995.  Sales  have  grown  from  $200,000  the 
first  year  to  $60  million  in  2000,  or  about 
14  percent  of  the  company’s  total  sales.  One 
reason  for  success,  Alexander  says,  is  that  it 
offers  more  items  online  than  in  stores  or  in 
the  catalog,  therein  taking  advantage  of  the 
fact  that  the  amount  of  shelf  space  on  the 
Web  is,  theoretically,  infinite. 

“We  view  the  Web  as  just  another  chan¬ 
nel  for  customers  to  learn  more  about 
Sharper  Image  products,”  Alexander  says. 

A  PENNY  SAVED  IS 
A  BUSINESS  PRESERVED 

hen  considering  plans  to  expand 
overseas,  Sharperimage.com 
thought  about  building  a  new 


platform  that  would  allow  consumers  in 
Europe  to  buy  products  online  in  their  own 
currencies.  That  had  a  certain  logic,  but 
according  to  Alexander,  the  new  platform 
would  have  cost  “tens  of  millions”  of  dol¬ 
lars.  Instead,  the  company  decided  to  sign 
up  as  a  merchant  with  Yahoo,  paying  the 
portal  a  monthly  fee  (the  size  of  which 
Sharperimage.com  declines  to  reveal)  to 
host  its  site  in  Germany,  the  United  King¬ 
dom  and  other  European  Union  countries. 
Yahoo  says  it  will  host  overseas  online 
stores  for  a  monthly  fee  that  starts  at  $100 
and  rises  depending  on  the  level  of  inven¬ 
tory,  says  Nicole  Kennedy,  a  company 
spokeswoman.  “Getting  an  online  business 
started  in  another  country  doesn’t  have  to 
cost  a  lot,”  Alexander  says. 

Now  that  venture  capital  has  largely 
dried  up  for  e-commerce,  successful  sites 
are  looking  for  ways  to  feed  the  bottom 
line.  Venture  investment  in  the  e-commerce 


Not  Paper  Tigers 

They  said  that  the  Web  would 
spell  the  end  for  catalogs. 

They  were  wrong. 

IN  1996,  AT  THE  DAWN  of  the  e-com¬ 
merce  era,  the  mood  among  catalog 
publishers  was  glum.  The  Internet,  it 
seemed,  would  deal  a  devastating  blow 
to  traditional  catalogs,  household  fixtures 
since  America’s  colonial  era.  Paper, 
it  appeared,  was  getting  tossed. 

Five  years  later,  publishing  companies 
report  that  the  Internet  has  actually 
increased  the  number  of  catalogs,  inserts 
and  mailers  printed.  “The  early  forecasters 
predicted  that  the  Internet  would  reduce 
volume,”  says  Steven  Zuccarini,  president 
of  the  Merchandise  Media  Group  at 
R.R.  Donnelley  &  Sons,  the  Chicago-based 
printer  of  consumer  catalogs.  “In  the  end, 
however,  we’ve  seen  the  Internet  drive 
more  printing  opportunities  because 
catalogues  are  complementary  to  the 
overall  business.” 

For  example,  R.R.  Donnelley  customers, 
such  as  Fingerhut,  J.Crew,  Lands’  End  and 
Spiegel,  are  using  catalogs  and  other  sorts 
of  direct  mailing  to  promote  their  Web 
presence.  And  even  online  retailers,  such 
as  Amazon.com  and  RedEnvelope,  are  now 
printing  paper  catalogs  to  generate  sales 
and  to  boost  the  public’s  awareness  of 
their  brands,  Zuccarini  says.  “Successful 
retailers  are  using  a  multichannel 
approach  so  their  customers  can  choose 
how  and  when  to  shop,”  he  adds,  noting 
that  his  division  is  expected  to  report 
revenues  of  more  than  $1  billion  this  year. 

Overall,  catalog  industry  revenues  are 
projected  to  hit  $121.4  billion  in  2001  and 
reach  an  estimated  $155.4  billion  in  2005, 
according  to  the  Direct  Marketing 
Association’s  2000  report  “Economic 
Impact:  U.S.  Direct  &  Interactive 
Marketing  Today.” 

So  much  for  the  paperless  society. 

-S.P. 
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Some  Bark,  Others  Whimper 

SitStay.com  is  succeeding  where  Pets.com  failed 

DARCIE  KRUEGER  SOUNDS  RELAXED  and  upbeat  when  she  answers  the  phone 
at  SitStay.com,  an  online  retailer  of  healthy  dog  treats  and  other  dog  parapherna¬ 
lia  based  in  Lincoln,  Neb.  “We  offer  dog  lovers  products  they  often  can’t  find  other 
places,”  she  says,  while  cooing  to  Tilli,  the  55-pound  Belgian  Shepherd 
sitting  on  her  lap. 

Krueger,  who  in  1997  started  SitStay  with  her  husband,  Kent,  with  money 
from  their  401(k)  account,  has  good  reason  to  be  upbeat.  While  larger  pet  supply 
e-tailers— most  notably  Pets.com— have  crashed  and  burned,  the  Kruegers  have 
established  themselves  in  a  high-margin  niche,  earning  profits  of  $111,000  on 
$880,000  in  sales  last  year.  “Our  online  store  has  always  paid  for  itself,”  she  says. 

Another,  smaller  site  for  pet  lovers,  Waggin’  Tails  Pet  Essentials 
( Waggintails.com ),  based  in  Lee,  Mass.,  has  also  been  able  to  turn  a  profit  on  less 
than  $5  million  in  sales  by  offering  high-end  dog  food  and  hard-to-find  treats. 

The  trick?  Unlike  the  big  sites  that  tried  to  offer  everything  to  animal  owners, 
SitStay.com  and  Waggintails.com  specialize  in  fewer  items  with  margins  that 
exceed  30  percent.  By  contrast,  Pets.com  shipped  lower  margin  goods,  such  as 
20-pound  bags  of  run-of-the-mill  dog  food  available  in  every  physical  pet  store. 

SitStay  has  made  a  decision  to  stay  small.  The  partners  have  turned  down 
several  offers  from  VC  firms  for  fear  they  would  lose  too  much  control.  “We 
saw  that  it  didn’t  work  with  the  larger  sites,”  says  Krueger.  “It’s  always  been 
surprising  to  us  how  some  people  can  take  so  much  money  and  dump  it  into 
the  wrong  places.”  -S.P. 
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sector  fell  from  $843.4  million  to  $68.5  mil¬ 
lion — more  than  90  percent — in  the  first 
quarter  of  2001  as  compared  with  the  first 
quarter  of  2000,  according  to  a  survey  by 
PricewaterhouseCoopers  and  Venture  One. 
“From  the  technology  perspective  there  are 
ways  to  achieve  efficiencies,”  says  Ken  Wei, 
vice  president  of  strategy  at  Mainspring,  a 
Cambridge,  Mass.,  consultancy.  In  addition 
to  seeking  revenue  sharing  deals  with  por¬ 
tals  such  as  Yahoo,  e-commerce  ventures 
can  outsource  their  websites  to  offshore 
software  programmers  or  outside  consul¬ 
tancies.  And  although  large  companies  may 
need  an  IBM  or  an  Accenture  to  help 
develop  their  Web  strategies  and  perform 
their  integration  work,  smaller  Web  consul¬ 
tancies — such  as  Scient  and  Razorfish — that 
have  suffered  from  the  Internet  downturn 
are  offering  some  deep  discounts,  Wei  says. 
Going  with  boutique  Web  consultancies 
may  be  risky  given  their  precarious  financial 
situations,  but  they  could  save  you  money, 
he  adds. 

STUPID  DOTCOM  TRICKS 

n  retrospect  it  all  seems  so  clear:  Don’t 
spend  millions  on  Super  Bowl  ads  when 
you  can’t  promise  the  customer  any¬ 
thing  more  than  he  can  get  at  the  local  pet 
store.  Don’t  offer  to  deliver  candy  bars  for 
free.  Don’t  alienate  your  middlemen  if  you 
don’t  have  to  (see  “Make  Friends  with  the 
Middleman,”  Page  94).  Don’t  weaken 
your  brand  by  separating  business  chan¬ 
nels.  In  other  words,  don’t  follow  silly  busi¬ 
ness  models. 

Pets.com  spent  $180  per  head  in  customer 
acquisition  costs,  according  to  Stern,  Stewart 
&  Co.’s  Varma.  For  fiscal  1999,  the  year 
before  Pets.com  folded,  the  e-tailer  had 
expenses — including  whopping  advertising 
and  marketing  budgets — that  were  9.2  times 

cio.com _ 

Read  more  on  this  topic  in  our 

E-BUSINESS  RESEARCH  CENTER  at 

www.cio.com/ec. 


its  annual  revenue  of  $5.4  million.  In  the  end, 
the  exercise  of  mailing  10-pound  bags  of  dog 
food  across  the  country  was  expensive,  and 
the  dotcom  spent  far  too  much  on  its  pro¬ 
motion  given  the  number  of  customers  who 
wanted  the  service  in  the  first  place.  Pets.com 
also  failed  to  differentiate  itself  from  physi¬ 
cal  pet  stores,  Varma  says,  relying  exclusively 
on  price  instead  of  offering  special  services 
or  an  unusual  selection.  (See  “Some  Bark, 
Others  Whimper,”  this  page.)  Now,  the  dot¬ 
com’s  iconic  mascot,  the  sock  puppet,  which 
it  brought  to  rock  star  status  with  its  $2  mil¬ 
lion  Super  Bowl  ads,  has  become  an  emblem 
for  fatuous  failure  and  can  be  found  for  sale 
on  Amazon.com  for  $8.96,  marked  down 
from  a  list  price  of  $19.99. 

Kozmo.com,  the  New  York  City-based 
company  that  delivered  everything  from 
Snickers  to  DVD  players  to  customers’ 
doors,  said  it  was  close  to  profitability  in  cer¬ 


tain  markets  when  it  was  forced  to  shut 
down  in  April.  In  the  end,  however,  profit 
margins  were  too  thin  and  investors  lost 
confidence.  “The  problem  with  Kozmo’s 
business  model  was  that  they  could  break 
even  only  when  people  made  large  orders 
frequently  and  people  weren’t  ready  for 
that,”  Varma  says.  Kozmo  officials  blamed 
the  dotcom’s  demise  on  heavy  spending  on 
expansion  early  on  when  it  should  have 
carved  out  a  smaller  niche  and  focused  on 
fewer  cities.  “The  Web  can’t  make  a  poor 
business  model  successful,”  says  Larry 
Perlstein,  vice  president  and  research  area 
director  for  Gartner  in  San  Jose,  Calif. 

But  of  course.  Everyone  knows  that... 
now.  tana 


Senior  Writer  Susannah  Patton  reports  on  e-com- 
merce  and  technology  issues.  She  can  be  reached 
at  spatton@cio.com. 
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Before  you  accept  their 
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BALLPARK  PRICE 

take  a  look  at  their  ballpark. 


Distribution 


Manufacturing 


Only  Epicor  guarantees  your  implementation  costs  before  you  buy. 

GIVE  YOU  THE  FLEXIBILITY  TO  MAINTAIN  YOUR  COMPE¬ 
TITIVE  edge.  Epicor  goes  beyond  traditional 
MANUFACTURING-BASED  ERP  SYSTEMS  TO  PROVIDE 
COMPLETELY  INTEGRATED  SUPPLY  CHAIN  MANAGEMENT, 
E-BUSINESS  AND  CUSTOMER  RELATIONSHIP  MANAGEMENT 
SOLUTIONS. 

To  FIND  OUT  MORE  ABOUT  OUR  GUARANTEED  IMPLEMEN¬ 
TATION  COSTS,  CALL  US  AT  I-800-787-2 146  OR  VISIT 
WWW.EPICOR.COM  TODAY.  AND  DON’T  LET  COST  OVERRUNS 
KNOCK  YOU  OUT  OF  THE  GAME. 

o 

epicor 

©  2001  Epicor  Software  Corporation.  Epicor  is  a  trademark  of  Epicor  Software  Corporation. 


Microsoft 

CERTIFIED 


Epicor  is  proud 
to  be  named 
"ERP  Solution  of 
the  Year  in  North 
America"  by 
Microsoft. 


These  days,  ballparks  are  bigger  than  ever.  And  so 

ARE  BALLPARK  PRICES.  PARTICULARLY  THOSE  RELATING  TO 
ERP  IMPLEMENTATION. 

That’s  why  you  should  know  about  Epicor.  We 

TAKE  THE  RISK  OUT  OF  ENTERPRISE  SOFTWARE  BY 
GUARANTEEING  IMPLEMENTATION  COSTS  RIGHT  UP  FRONT. 
YOU  KNOW  HOW  MUCH  IT’S  GOING  TO  COST  AND  HOW  LONG 
IT  WILL  TAKE  BEFORE  YOU  BUY  THE  SOFTWARE.  WHAT’S 
MORE,  OUR  E-BUSINESS  AND  ENTERPRISE  SOLUTIONS  ARE 
DESIGNED  ESPECIALLY  FOR  MID-MARKET  COMPANIES  AND 
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IT  Organizational  Models 


NEXT  STOP: 


Centralization 


It  was  in,  it  was  out,  and  now 
it’s  back  and  better  than 
before.  Is  it  time  for  you  to  get 
on  board?  by  eric  berkman 


or  many  IT  execs,  the  term  centralization  is 
a  relic  of  the  1970s,  eliciting  memories  of  skyrocketing  gas  prices,  VW  Beetles  and  Donald 
Rumsfeld.  Like  all  those  timepieces,  centralization  is  back.  But  it’s  not  your  father’s 
centralized  IT  organization— this  time  it  has  a  chance  to  succeed. 


Centralization  in  the  1970s  and  early 
1980s  involved  monolithic  IT  organiza¬ 
tions  built  around  a  mainframe  that 
served  the  entire  enterprise.  Because  IT 
staffers  were  set  apart  from  the  business 
units,  they  were  usually  out  of  touch 
with  users  who  saw  them — often  accu¬ 
rately — as  unresponsive  and  irrelevant. 
In  the  late  1980s,  with  the  rise  of  dis¬ 
tributed  computing  environments,  IT 
departments  also  became  distributed, 
with  IT  employees  organized  to  support 
specific  business  units  at  different  geo¬ 
graphic  locations. 

Today  there  are  two  new  breeds  of 
centralization.  The  first  involves  organiz¬ 
ing  IT  employees  into  groups  that  sup¬ 
port  specific  business  processes  for  the 
entire  enterprise,  such  as  supply  chain 


management  or  marketing.  While  that 
strategy  sounds  more  dispersed  than 
centralized,  it  dictates  that  a  single  IT 
organization  provide  services  for  the 
entire  company,  regardless  of  business 
unit  or  location. 

The  second  breed  organizes  informa¬ 
tion  technology  employees  by  skill  set 
and  assigns  them  to  project  teams  that 

Reader  ROI 

►  Learn  why  companies  are 
moving  away  from  distrib¬ 
uted  IT  organizations 

►  Examine  different  models 
of  centralization 

►  Determine  if  centralization 
is  right  for  you 


break  up  when  the  projects  conclude. 

Companies  are  centralizing  now 
because  it  is  more  cost-effective  than 
having  a  distributed  environment;  it 
allows  them  to  create  consistent  technol¬ 
ogy  standards  across  the  enterprise;  and 
it  cuts  down  on  “reinventions  of  the 
wheel”  that  occur  when  separate  busi¬ 
ness  units  devise  identical  solutions  to 
the  same  problems. 

But  doing  it  and  doing  it  right  are 
two  different  things.  Centralization 
can  be  a  disaster  if  CIOs  don’t  address 
cultural  issues  and  if  they  don’t  have 
processes  in  place  to  determine  funding 
and  staffing  priorities  across  business 
units.  (For  another  take  on  IT  organiza¬ 
tional  models,  see  “Let’s  Get  Organ¬ 
ized!”  Page  150.) 
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The  Cult  of  Functionality 

ather  than  assign  IT  workers 

to  handle  tasks  such  as  supply  chain 
management,  procurement  and  distribu¬ 
tion  for  one  particular  unit,  companies 
that  are  centralizing  IT  operations  by 
business  process  are  assigning  each 
worker  to  support  one  process  for  the 
enterprise  as  a  whole. 

CIO  Jon  Ricker  is  doing  just  that  at  Col¬ 
umbus,  Ohio-based  Limited  Technology 
Services  (LTS),  a  subsidiary  of  The  Limited 
that  supports  the  company’s  retail  busi¬ 
nesses,  including  Bath  &  Body  Works, 
Express,  The  Limited,  Victoria’s  Secret  and 
White  Barn  Candle  Co.  Previously,  each  of 
these  brands  had  its  own  IT  organization. 
But  as  the  company  centralized  more  of  its 
operations,  making  The  Limited  a  hub  for 
its  other  brands,  IT  followed  suit,  first 
implementing  a  centralized  model  to  handle 
Y2K  issues.  Ricker  kept  the  structure  in 
place  for  future  IT  projects. 

Today  Ricker’s  staff  works  for  a  host  of 
strategic  functions  across  the  enterprise, 
including  distribution  services,  store  opera¬ 
tions  and  real  estate.  (IS  employees  who 
work  with  less  strategic  functions  such  as 
LAN  administration  and  PC  support  are  still 
distributed  geographically.) 

The  reorganization  has  improved  project 
delivery  and  financial  performance.  For 
example,  LTS  just  completed  a  massive 
migration  of  the  Express  business  unit  from 
homegrown  legacy  technologies  to  The  Lim¬ 


SHOULD  YOU  CENTRALIZE? 


m 


■ 


First,  consider  the  following: 

►  Centralization  will  work  better  in  companies  that 
are  willing  to  ride  the  roller  coaster  of  change. 

►  If  your  company  operates  in  several  countries 
and  time  zones,  you  might  be  better  off  logis- 
tically  having  regional  centers  with  their  own  IT 
organizations. 

►  If  you  are  in  a  small  company,  centralization— 
particularly  skills-based — will  be  a  waste  of  time 
and  money  if  there  aren't  enough  projects  to  keep 
workers  in  all  the  skill  groups  occupied. 


ited’s  common  systems  platform,  on  time 
and  on  budget.  In  a  distributed  environment, 
Ricker  says,  Express  would  have  been  able  to 
use  only  its  own  internal  IT  staff  instead  of 
recruiting  skilled  IT  people  from  across  the 
enterprise.  He  adds  that  each  of  The 
Limited’s  past  six  major  IT  projects,  includ¬ 
ing  the  installation  of  new  warehouse  man¬ 
agement  systems  for  both  The  Limited  and 
Victoria’s  Secret  stores,  have  also 
benefited.  “Previously,  we’d  have 
one  or  two  people  in  the  individ¬ 
ual  division  trying  to  do  the 
whole  thing,”  he  says.  “Now  if  I 
need  to  apply  10  people  to  make 
something  happen  at  one  brand, 
I  can  do  it.” 

Centralization  has  also  helped 
to  improve  staff  retention — it  has 
led  to  clearer  job  descriptions, 
which  in  turn  helped  the  IS  staff 
reach  defined  goals,  Ricker  says. 
In  the  past  three  years  attrition 
has  been  cut  in  half. 


Limited  Technology  Services  CIO 
Jon  Ricker  credits  centralization 
with  cutting  attrition  in  half. 


Kathy  Tamer,  vice  president  and  CIO  of 
United  Space  Alliance  (USA)  in  Houston,  has 
also  reengineered  her  IT  organization  along 
business  process  lines.  USA  is  NASA’s  prime 
contractor  for  space  shuttle  operations,  sup¬ 
porting  launches,  landings  and  logistics.  It’s 
a  product  of  a  1995  joint  venture  of  16 
NASA  contractors,  including  Boeing  and 
Lockheed  Martin,  with  offices  in  Houston, 
at  the  Kennedy  Space  Center  in  Cape 
Canaveral,  Fla.,  and  at  the  Marshall  Space 
Flight  Center  in  Huntsville,  Ala.  Before  1999, 
Tamer’s  IS  employees  were  dedicated  to  their 
particular  sites  and  loyal  to  the  companies 
they  had  worked  for  previously.  There  were 
also  redundancies,  notably  the  multiple  help 
desks  in  each  location — remnants  of  the 
contractors  that  combined  to  form  USA. 
The  help  desks  all  operated  differently  and 
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IT  Organizational  Models 


Centralization  has  taken  off  at 
United  Space  Alliance,  where  CIO 
Kathy  Tamer  has  used  it  to  unify 
disparate  IS  groups. 

couldn’t  communicate  with  one  another  to 
devise  consistent  solutions  to  problems. 

In  the  past  couple  of  years,  Tamer  has 
worked  hard  to  eliminate  those  inefficien¬ 
cies.  She  used  a  centralized  organizational 
model,  she  says,  because  she  had  seen  too 
many  low-level  decisions  work  their  way  up 
to  the  CIO’s  office.  With  IT  decentralized, 
people  below  her  didn’t  feel  they  had  the 
authority  to  make  decisions  that  might  affect 
another  location  or  business  unit. 

Tamer  has  centralized  USA  around  six 
business  process  centers:  strategic  planning 
and  integration,  platform  engineering  and 
operations,  application  engineering  services, 
data  and  documentation  management,  IT 
security,  and  user  support  services.  She’s 
done  it  without  relocating  anyone.  And,  as 
at  The  Limited,  in  her  own  development 
group  each  employee  supports  a  process 
such  as  procurement,  HR  or  logistics. 

So  far  the  rewards  have  been  great,  Tamer 


says.  Minor  project  plans  are  handled  at  the 
appropriate  levels,  leaving  her  to  focus  on 
issues  such  as  overall  IT  strategy.  She’s  con¬ 
solidated  the  three  help  desks  in  Florida  and 
the  four  help  desks  in  Houston  so  that  there 
is  just  one  in  each  location.  Users  now  get 
better  support  because  each  help  desk  is 
staffed  by  people  with  a  greater  diversity  of 
skills,  Tamer  says.  Meanwhile,  consolidating 
employees  by  skills  has  allowed  her  to  trim 
17  percent  of  USA’s  help-desk  staff — 
through  natural  attrition  and  reassignment, 
not  layoffs — at  a  savings  of  $300,000  a  year. 

Tamer  has  also  created  consistent  tech¬ 
nology  standards  across  the  enterprise,  such 
as  the  common  desktop  she’s  putting  into 
place.  Now,  whenever  IT  rolls  out  an  enter¬ 
prisewide  application  to  USA’s  more  than 
11,000  users,  Tamer  can  do  less  testing 
beforehand  and  encounters  fewer  variables 
and  complexities  in  the  programming 
process.  “You  could  never  get  a  common 
desktop  without  centralization,”  she  says. 
“[Each  location]  would  insist  on  doing  its 
own  thing.  Of  course,  you  still  have  to  have 
enough  flexibility  in  the  process  to  accom¬ 
modate  local  differences.” 


Reestablishing  an  IT  organization  along 
enterprisewide  business  processes  isn’t  easy. 
Ricker’s  greatest  challenge  has  been  plan¬ 
ning  for  big,  long-range  projects  while  leav¬ 
ing  enough  flexibility  to  tackle  smaller, 
unplanned  but  necessary  projects.  “How  do 
I  ensure  I  have  enough  local  resources  left 
to  do  the  quick  hits  without  decimating  the 
large  enterprise  project  resource  pool?”  he 
says.  For  example,  last  fall  Ricker’s  group 
was  asked  to  enable  cash  registers  in  the 
Bath  &  Body  Works  stores  to  process  sev¬ 
eral  promotional  schemes  simultaneously. 
That  way,  as  merchandise  is  scanned  the  cus¬ 
tomer  can  get  the  best  deal  the  combinations 
will  yield.  Because  no  process  governs 
resource  allocation  yet,  it  took  almost  three 
months  to  figure  out  which  projects  in  other 
business  units  could  spare  the  necessary  staff 
and  funding.  “That  should  have  taken  three 
days,”  Ricker  says. 

Tamer,  for  her  part,  has  struggled  to  con¬ 
vert  employees  from  being  loyal  to  their 
location  or  prior  employer  to  supporting  the 
enterprise  as  a  whole.  People  who  have 
always  been  part  of  a  single-point  operation 
are  reluctant  to  give  up  their  independence, 
she  says.  Tamer  has  traveled  to  meet  with 
IS  and  businesspeople  to  foster  centraliza¬ 
tion  efforts.  She’s  also  made  geography-sen¬ 
sitive  decisions,  such  as  combating  a  per¬ 
ceived  bias  toward  Houston,  where  USA’s 
executives  are  primarily  based,  by  planning 
to  put  a  production  system  as  well  as  a 
distribution  and  manufacturing  system 
in  Florida.  Though  Tamer  picked  Florida 
strictly  for  business  reasons — it  put  the  sys¬ 
tems  close  to  its  primary  users — the  height¬ 
ened  sense  of  corporate  unity  was  a  nice 
byproduct.  “We  were  sending  a  message  to 
the  Florida  people  that  we  weren’t  just 
thinking  about  Houston,”  Tamer  says.  “It 
was  a  vote  of  confidence.” 

cio.com _ 

For  more  ideas  on  how  to  structure 
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Set  on  Skills 

ot  every  company  is  cen¬ 
tralizing  around  business  processes;  some 
are  centralizing  workers  around  specific 
skill  sets.  To  expedite  its  2000  merger 
with  Consolidated  Natural  Gas  (CNG) 
of  Pittsburgh,  Dominion,  a  $10  billion 
energy  company  based  in  Richmond, 
Va.,  centralized  IT.  Lyn  McDermid,  CIO 
and  senior  vice  president  of  IT,  placed  a 
director-level  IT  account  manager 
in  each  of  the  company’s  five  major 
business  units  to  keep  track  of  IT 
needs.  Then  she  grouped  employ¬ 
ees  by  expertise,  such  as  main¬ 
frame,  applications  development 
and  servers. 

A  year  later,  that  arrangement 
has  improved  the  quality  of  IT  serv¬ 
ices,  McDermid  says.  “We’re  just 
getting  to  really  capitalize  on  this, 
but  we  have  the  advantage  of  cross¬ 
pollination  and  cross-communica¬ 
tion,  and  we  aren’t  reinventing  the 
wheel  for  every  project  or  issue,” 
she  says.  “We  have  tremendous 
checks  and  balances  where  people  who 
[have  solved  specific  IT  problems]  will  give 
advice  or  be  part  of  quality  processes  in 
other  areas.” 

Like  Tamer,  McDermid  has  struggled  with 
cultural  issues,  particularly  among  non-IT 
people  in  various  business  units.  “Central¬ 
ization  makes  the  business  units  nervous 
because  they  think  they’re  losing  control  over 
their  IT  resources,”  she  says,  since  the  IT 
decision-making  process  is  no  longer  local¬ 
ized.  “So  we’ve  had  to  always  make  sure  cus¬ 
tomers  are  aware  of  what  we’re  doing  and 
what  the  business  case  is.”  That’s  why  the 
IT  account  managers  meet  with  the  stake¬ 
holders  in  each  unit.  “[These  IT  liaisons]  help 
create  common  goals  and  expectations,  and 
they  help  build  the  alignment  between  busi¬ 
ness  and  IT  that’s  critical  to  delivering  an 
acceptable  product,”  says  McDermid. 

For  example,  Dominion  is  an  SAP  shop 
for  enterprise  resource  planning,  and  CNG 
was  an  Oracle/PeopleSoft  shop.  After  the 
merger,  McDermid  wanted  to  convert  CNG 


to  SAP  in  six  months.  She  was  successful, 
she  believes,  largely  because  the  IT  account 
managers  from  Dominion  who  were  placed 
in  CNG  trained  former  Oracle/PeopleSoft 
users  on  SAP  and  made  sure  SAP  was  con¬ 
figured  to  meet  the  new  users’  needs.  As  a 
result,  Dominion  now  has  consistent  HR 
policies  and  a  single  supply  chain  process, 
and  more  strategic  sourcing,  because  there’s 
one  source  of  information  about  all  pur¬ 


chase  orders  and  vendors.  McDermid  says 
achieving  the  same  result  in  a  decentralized 
organization  would  have  taken  months 
longer  because  she’d  have  been  dealing  with 
a  separate  IS  staff  in  the  new  business  unit 
with  no  way  to  bridge  the  divide  between  it 
and  the  rest  of  the  enterprise. 

McDermid’s  new  organization  follows 
the  traditional  Centers  of  Excellence  model 
that  has  its  roots  in  consultancies,  which 
organized  themselves  that  way  to  create 
nimble  teams  quickly,  drawing  from  vari¬ 
ous  pools  of  IT  workers  grouped  by  spe¬ 
cialty.  The  approach  first  spread  into  IT 
organizations  in  the  late  1980s  and  early 
’90s  but  soon  fell  out  of  favor,  says  V. 
Sambamurthy,  an  associate  professor  at  the 
Robert  H.  Smith  School  of  Business  at  the 
University  of  Maryland.  Centers  of  Excel¬ 
lence  failed  largely  because  they  were  rolled 
out  for  the  whole  IT  organization  rather 
than  just  for  application  development  and 
solutions  delivery,  which  Sambamurthy  says 
they’re  best  suited  for. 


Resentment  from  the  business  side  as  it 
loses  a  measure  of  control  over  IT  is  a  nat¬ 
ural  risk  of  rolling  out  skill-based  Centers 
of  Excellence  for  the  whole  IT  organization, 
because  they’re  traditionally  used  to  own¬ 
ing  their  project  team.  “It’s  a  departure  from 
the  past  model  of  decentralization,  because 
with  the  centers  you  are  recentralizing  tech¬ 
nical  people  by  putting  them  into  a  corpo¬ 
rate  group,”  Sambamurthy  says.  That’s  a 
danger,  he  adds,  because  IT  can 
become  an  island  that  invents  solu¬ 
tions  that  are  irrelevant  to  the  busi¬ 
ness  unit. 

Another  potential  problem  with 
that  model  is  downtime.  Employ¬ 
ees  sit  in  the  bull  pen  with  other  spe¬ 
cialists  and  leave  the  pen  to  join  a 
project.  When  the  project  ends,  they 
go  back  to  the  bench  and  wait  for 
the  next  one.  “The  danger  here  is 
human  anxiety,  especially  in  a  bad 
economic  environment,”  Samba¬ 
murthy  says.  “The  concern  is  ‘I’m 
visible  because  I  don’t  have  a  project 
to  work  on.  Will  I  be  the  first  tar¬ 
get  of  a  cutback?”’ 

Appointing  career  managers  to  focus 
exclusively  on  IS  employees  can  help,  assur¬ 
ing  them  that  bench  time  is  no  cause  for  con¬ 
cern.  McDermid  also  uses  that  time  for  train¬ 
ing  as  well  as  for  development  of  new  tech¬ 
nologies  and  applications.  It  keeps  the  group 
sharp  and  takes  away  the  pressure  of  predict¬ 
ing  necessary  staffing  levels  by  discrete  skill. 

McDermid  stresses  that  just  as  in  decades 
past,  centralization  will  fail  if  your  com¬ 
pany’s  culture  does  not  already  emphasize 
business-IT  alignment.  “When  the  business 
units  first  took  back  IT,  it  happened 
because  we  weren’t  responding  to  their 
needs,”  she  says.  “We  were  doing  a  terri¬ 
ble  job,  victims  of  the  old  glass-house  syn¬ 
drome.  Outsourcing  and  the  threats  of  new 
technology  have  shown  us  that  the  only 
way  to  survive  is  to  understand  where  the 
business  is  going.”  BE] 


How  is  your  IT  staff  organized?  Let  Senior  Writer 
Eric  Berkman  know  at  eberkman@cio.com. 


READY  TO  CENTRALIZE? _ 

Take  the  following  advice: 

►  Involve  your  IT  employees  in  the  planning  process. 

“If  you  start  reorganizing  teams  without  their  input, 
you’ll  have  a  huge  change-management  issue,”  says 
Lyn  McDermid,  CIO  and  senior  VP  of  IT  at  Dominion. 

►  Reward  employees  who  adapt  to  the  new  structure. 

“If  someone’s  willing  to  develop  a  new  skill  or  try  out  a 
new  area,  we  encourage  that,"  McDermid  says. 

►  Be  patient.  “Trying  to  speed  up  the  process  will  only 
cause  missteps,”  says  Limited  Technology  Services  CIO 
Jon  Ricker.  “It  takes  years  to  get  it  right." 
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Customer  Relationship  Management 


Three  companies 
zero  in  on 
exactly  what 
they  need  from 
CRM— and  then 
make  it  happen 

BY  STEWART  L.  DECK 


Reader  ROI 

►  Learn  how  aiming  CRM 
projects  at  specific 
business  problems  gives 
you  a  head  start 

►  Find  out  how  customer 
knowledge  comes  before 
IT  implementation 

►  See  the  benefits  of  starting 
with  small  projects 
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The  CRM  package  has  landed — some  would 

say  crash-landed.  A  Bain  &  Co.  study  in  June  showed  that  19  percent 
of  customer  relationship  management  users  decided  to  pull  the  plug  on 
their  investments  rather  than  pour  money  into  them.  Two  out  of  five 
respondents  (41  percent)  said  their  CRM  projects  are  either  “experiencing 


difficulty”  or  are  “potential  flops,”  accord¬ 
ing  to  a  Data  Warehousing  Institute  survey 
released  in  May.  These  points  echo  a  warn¬ 
ing  from  experts  such  as  Berkeley  Enterprise 
Partners  that,  in  spite  of  their  popularity, 
most  CRM  projects  don’t  result  in  measur¬ 
able  benefits  (see  “The  Truth  About  CRM,” 
May  1,2001). 

But  there  is  hope.  A  number  of  companies 
are  getting  CRM  right.  They  are  treating  the 
applications  as  more  than  a  new  set  of  sales- 
force  automation  tools  or  a  new  call  center 
system.  They’re  focused  intently  on  the 
returns:  increasing  the  chances  their  customers 
will  remain  repeat  buyers  and  identifying 
new  prospects,  whom  they  can  then  sell  to. 

What  you’ll  find  in  this  article  are 
three  businesses — high-tech  company 
Hewlett-Packard,  online  marketer  Student 


Advantage  and  old-line  manufacturer  Tipper 
Tie — that  avoided  some  of  the  common 
CRM  pitfalls.  First,  they  made  sure  they 
understood  their  customers’  needs  before 
tackling  a  CRM  application.  They  limited 
the  scope  of  their  rollout.  They  won  buy-in 
from  in-house  users.  They  kept  consultants, 
when  they  used  them,  on  a  short  leash.  And 
they  measured  the  benefits  of  their  projects. 
(See  “Customer  Focus,”  Page  106.) 

By  keeping  their  focus  on  the  bottom 
line,  these  companies  have  achieved  signifi¬ 
cant  payback — an  HP  division  counted  an 
estimated  $144  million  in  increased  rev¬ 
enues,  Tipper  Tie’s  CRM  system  should 
pay  for  itself  in  two  years,  and  Student 
Advantage  has  leveraged  its  data  insights 
of  college  students  to  sign  up  15,000  busi¬ 
ness  partners. 
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won’t  increase  sales. 
But  the  applications 
could  help  them  “utiderstand 


our  customers  better." 
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TIES  THAT  BIND 

TIPPER  TIE 
Apex,  North  Carolina 

LJ 

TIPPER  TIE,  A  $94-MILLION-A-YEAR  DIVISION 
of  Dover  Corp.,  is  the  world’s  leading  man¬ 
ufacturer  of  aluminum  clips  and  wire 
machines  for  the  food-processing  industry. 
The  Apex,  N.C. -based  company’s  typical 
customer  uses  costly  machines  that  wrap 
and  seal  its  products — everything  from  a 
summer  sausage  the  size  of  your  pinkie  fin¬ 
ger  to  8-inch-diameter  Italian  mortadella 
meats.  (If  you  check  out  the  meat  aisle  in 
your  local  supermarket,  those  small  metal 
clips  that  seal  the  plastic  casings  on  chickens, 
hams  and  sausages  are  likely  made  by 
Tipper  Tie.)  The  meat  packers’  machines 
need  service,  new  parts,  and  plenty  of  wire 
and  clips.  Tipper  Tie’s  field  sales  reps  and 
service  technicians  make  in-person  visits  to 
customers,  and  a  call  center  fields  their  ques¬ 
tions,  requests  and  complaints. 

Competition  in  this  quiet  market  began 
heating  up  two  years  ago  when  overseas 
competitors  entered  the  United  States  and 
alternative  packaging  methods  began  mak¬ 
ing  inroads  with  Tipper  Tie’s  customer  base. 
Executives  sought  to  beat  back  that  chal- 
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Tipper  Tie  sales  reps  spend  more  time  preparing 
in  advance  for  sales  calls  and  less  time  generating 
reports— enough  to  gain  18  DAYS  of  sales  time. 


lenge  by  responding  earlier  and  more  often 
to  their  clients.  To  do  that,  the  company 
needed  to  change  the  way  its  customer¬ 
facing  staff  worked,  including  the  eight  call 
center  operators,  16-member  field  sales  force 
and  eight  repair  technicians. 

Kendra  Bender,  Tipper  Tie’s  IT  manager, 
says  the  company  recognized  that  it  needed 
to  provide  easy  access  to  up-to-date  customer 
data  to  its  sales  team,  technicians  and  cus¬ 
tomer  call  center.  The  former  setup  left  sales 
reps  blind  to  customer  concerns.  “We  didn’t 
have  a  way  to  get  any  complaints  or  special 
needs  out  to  [the  sales  reps]  in  a  timely  way. 
They  might  spend  three-quarters  of  their 
sales  call  dealing  with  old  complaints  instead 


of  selling  [new  products],”  Bender  adds. 

By  linking  its  sales  reps  in  the  field  and 
call  center  into  the  same  continually  updated 
customer  data  view,  Tipper  Tie  could  trim 
the  time  sales  reps  had  to  spend  listening  to 
customer  complaints,  for  example.  The  reps 
would  be  able  to  prep  themselves  prior  to 


their  sales  calls  by  reading  up  on  technical 
service  problems  the  customer  had  logged, 
machine  repairs,  parts  sales  histories  and  any 
gripes  their  call  center  had  entered  into  the 
company’s  centralized  system. 

Tipper  Tie  anticipated  that  providing  sales 
reps  with  the  same  customer  view  as  call  cen¬ 
ter  operators  and  service  technicians  would 
increase  the  time  sales  reps  could  actually  sell 
products.  Such  a  system  could  also  trim  the 
cost  of  generating  sales  leads  and  produce 
more  sales  from  its  best  customers  by  pro¬ 
viding  better  service  and  better  communica¬ 
tions  between  its  service  channels. 

Last  fall,  Tipper  Tie  began  implementing 
Siebel  Systems’  standalone  call  center  and 
sales-force  CRM  modules.  Since  December, 
when  the  system  was  put  in  place,  Tipper  Tie 
estimates  that  each  sales  rep  has  approxi¬ 
mately  18  more  days  per  year  in  face-time 
selling  that  they  would  have  spent  generat¬ 
ing  reports  or  dealing  with  peripheral  issues. 
The  company  has  also  been  able  to  increase 
its  sales  territory  without  increasing  its  num¬ 
ber  of  sales  reps  and  has  trimmed  a  sales  sup¬ 
port  IT  job  with  the  automated  system  in 
place.  Bender  estimates  that  Tipper  Tie’s 
Siebel  system  will  pay  for  itself  in  a  little  over 
two  years  (though  she  declines  to  cite  the  cost 
of  the  investment). 

Even  though  Bender  can  project  a  real 
benefit  for  Tipper  Tie’s  project,  she  says  that 
during  the  planning  stages  she  made  sure 
that  she  didn’t  oversell  what  the  CRM  appli¬ 
cations  could  do.  “In  our  initial  presentation 
to  our  executive  board  we  said,  ‘No  software 
package  will  increase  our  sales.  What  this 
[software]  will  do  will  allow  us  to  under¬ 
stand  our  customers  better,  track  things  bet¬ 
ter  and  look  more  professional  in  front  of 
customers,”’  she  says. 


Customer  Focus 

Some  advice  from  Hewlett-Packard,  Student  Advantage  and  Tipper  Tie, 
for  tackling  CRM  projects 

GET  BUY-IN  FROM  CUSTOMERS 

Sometimes  customers  may  initially  find  a  new  way  of  interacting  with  a  new  system  too 
different  or  uncomfortable.  Help  sell  them  on  the  idea  by  promoting  how  it  will  benefit 
them  and  increasing  your  responsiveness  to  their  needs. 

LISTEN  TO  IN-HOUSE  USERS 

Learn  what  information  these  system  users  need  and  what  processes  work  particularly 
well  right  now. 

FORM  A  CROSS-DEPARTMENTAL  TEAM 

A  cross-departmental  team  will  provide  a  broad  view  about  how  a  new  system  will  affect 
different  departments,  and  it  will  provide  inside  help  in  selling  the  idea  to  users  and 
champions  in  different  divisions. 

DESIGN  FOR  THE  BIG  PICTURE  AND  START  WITH  PILOTS 

Make  sure  the  system  will  be  able  to  scale,  but  start  with  smaller  projects  to  show 

successes.  Smaller  successes  will  help  build  momentum. 

DO  DUE  DILIGENCE  ON  CONSULTANTS 

Call  consultant  references  and  make  sure  their  skills  and  background  match  what  you 
need.  Make  sure  you  learn  from  them  everything  you  need  to  know  about  the  applications. 

ALWAYS  KEEP  AN  EYE  ON  ROI 

There  should  be  concrete,  measurable  benefits  from  a  CRM  system,  including  ROI.  Make 
sure  your  plans  include  specific  points  for  ROI.  -S.D. 
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To  present  one  voice  to 
customers,  Paul  Horstmeier, 
e-marketing  manager  at 
Hewlett-Packard,  wrested 
control  of  e-mail  campaigns 
from  nine  marketing  groups. 


Sending  product  support  alerts  and  e-mails 
to  targeted  customers  saves  Hewlett-Packard 
$150,000  PER  MONTH  in  call  center  costs. 


And  in  another  key  move,  Bender  says  her 
staff  didn’t  force  the  new  applications  on  her 
users.  In  the  planning  stages  of  the  project, 
call  center  and  sales  reps  were  interviewed 
about  how  they  did  their  jobs,  what  processes 
they  used  and  what  customer  data  they 
needed.  Bender’s  group  found  a  need  for  pre¬ 
cise  sales  data,  including  dollars  spent,  num¬ 
ber  of  units  bought,  parts  purchased,  and  cur¬ 
rent  and  prior  year  sales. 

Then  after  the  small  but  critical  step  of 
carefully  checking  consultants’  backgrounds 
and  references,  Bender  brought  in  a  pair 
of  consultants  to  implement  the  system.  “I 
didn’t  just  bring  in  consultants  and  airn  them 
loose — our  [IT]  teams  worked  closely  with 
them  for  knowledge  transfer,  and  I  asked  for 
semi  weekly  updates  to  avoid  surprises,”  she 
says.  Her  diligence  paid  off.  At  one  point 
Bender  discovered  that  a  consultant  had  spent 
most  of  a  day  configuring  the  system  to  have 
the  Tipper  Tie  logo  appear  on  each  of  its 
screens.  “She  was  about  halfway  through 
when  I  found  out  what  she  was  doing,” 
Bender  recalls.  “For  $200  an  hour  I  thought 
we  could  use  her  talents  more  sensibly.” 

Once  the  system  was  developed,  Bender 
picked  a  small  group  of  dynamic  sales  reps 
to  be  the  test  guinea  pigs.  “We  chose  people 
who  had  positive,  upbeat  personalities  for  our 
pilot  project  because  we  knew  they  would 
help  us  convince  others  once  they  saw  how 
this  would  help  them,”  she  says.  The  team 
members  actively  used  the  software  for  one 
month  and  then  made  a  presentation  about 
their  experience  at  Tipper  Tie’s  annual  sales 
meeting  last  December.  “Their  presentation 
was  so  positive  it  galvanized  everyone  else — 
there  wasn’t  any  way  [salespeople  could  drag 
their  feet  after  that,”  says  Bender. 

Bill  Burkhardt,  a  Tipper  Tie  sales  represen¬ 
tative  in  the  Northeast  based  in  Pittsburgh, 
was  one  of  those  enthusiastic  early  testers.  “I 
just  told  people  how  easy  it  was  to  use  and 
how  useful  it  was  to  have  all  of  that  informa¬ 
tion  going  into  a  sales  call,”  he  says.  “When  I 
first  started  as  a  sales  guy,  I  was  just  given  a 
printed  out  account  list  of  clients  and  phone 
numbers  and  told,  ‘Go  get  ’em.’  The  system 
now  allows  us  to  be  much  more  responsive  to 


customers  by  providing  better  communicadon 
between  the  customer  and  the  company.” 

Cross-functional  and  pilot  teams  are  keys 
to  success,  says  Elizabeth  Herrell,  an  analyst 
at  Cambridge,  Mass.-based  Giga  Information 
Group.  By  employing  these  teams  early  in  the 
planning  stages  of  CRM  projects,  “it  saves  a 
tremendous  amount  of  time  and  effort  later 
on  by  including  their  insight  expertise  and 
gaining  their  support,”  she  says. 


PAUL  HORSTMEIER,  A  14- YEAR  VETERAN  OF 
Hewlett-Packard  who  took  on  the  posi¬ 
tion  of  e-marketing  manager  two  years 


ago,  quickly  realized  that  the  computer 
industry  giant  had  made  a  mess  of  its 
attempts  at  e-mail  marketing.  The  com¬ 
pany’s  typical  customers  include  IT  man¬ 
agers  whose  business  division  has  pur¬ 
chased  servers,  printers  and  services  from 
Hewlett-Packard.  These  customers  also 
include  managers  in  other  parts  of  the 
business,  and  those  managers  request 
e-mail  updates  and  newsletters  that  tell 
them  when  new  printer  drivers  are  avail¬ 
able,  when  security  updates  are  posted  and 
when  product  updates  come  to  market. 
Once  in  a  blue  moon  they  call  a  customer 
help  line,  but  they’re  much  more  likely  to 
get  most  of  their  answers  from  online 
sources.  Customers  like  these  love  getting 
news  and  updates  by  e-mail  and  are  quite 
responsive  to  online  marketing  offers. 
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Even  with  that  knowledge,  HP,  based  in 
Palo  Alto,  Calif.,  wasn’t  using  its  Web  pres¬ 
ence  effectively,  Horstmeier  says.  HP  had 
been  steadily  collecting  business  customer 
data  and  e-mail  addresses  from  all  of  its 
sales  channels  but  didn’t  have  a  central  pro¬ 
gram  or  strategy  for  e-mail  marketing.  At 
times,  as  many  as  nine  different  marketing 
groups  would  blast  out  e-mail  marketing 
campaigns  to  segments  of  the  list,  but  each 
one  was  a  single  shot  effort.  “They  weren’t 
coordinated,  they  weren’t  leveraged  in  any 
way,  and  we  didn’t  learn  from  them,” 
Horstmeier  says.  Instead  of  (by  some  fluke) 
promoting  loyalty  among  its  business  cus¬ 
tomers,  these  efforts  were  more  likely  to 
promote  irritation  by  inundating  people 
with  information  they  didn’t  want  or  ask 
for,  he  says. 

Horstmeier  recognized  that  in  order  to 
provide  useful  benefits  to  HP,  his  group 
needed  to  take  control  of  e-mail  cam¬ 


paigns  from  those  nine  different  marketing 
groups.  It  also  had  to  champion  the  cus¬ 
tomer-centric  idea  that  marketing  should 
be  a  long-term  process  that  focuses  on  the 
life  cycle  of  customers  instead  of  looking 
at  a  sale  as  a  singular  occurrence.  “We 
didn’t  do  this  in  a  vacuum,  though.  We 
worked  with  HP’s  larger  CRM  strategy 
groups  to  figure  out  what  we  could  do 
with  e-mail  marketing  that  would  fit  into 
the  larger  CRM  framework,”  Horstmeier 
says.  That  meant  Horstmeier’s  group  had 
to  focus  on  the  e-mail  marketing  piece 
while  coordinating  its  efforts  with  the 


larger  corporate  picture  that  included 
other  customer-facing  groups  like  call  cen¬ 
ters  and  customer  service  teams. 

The  reverse  was  true  too.  HP  at  large 
had  to  understand  what  Horstmeier’s 
group  was  up  to,  says  Mike  Overly, 
worldwide  CRM  manager  for  HP’s  busi¬ 
ness  customer  organization.  HP  is  in  the 
process  of  rolling  out  a  worldwide  system 
that  shows  a  single,  unified  view  of  cus¬ 
tomer  contacts,  says  Overly.  “We  need  to 
do  this  in  order  to  provide  a  consistent 
customer  experience,  and  [the  e-marketing 
group’s]  work  is  a  rock  solid  piece  that 


\ 

Student  Advantage  used  CRM  to  e-mail  college 
kids  within  30  miles  of  a  train  station. 
Amtrak  sold  90,000  MORE  TICKETS. 


Craig  Macfarlane,  CTO  at 
Student  Advantage,  says 
he  needed  to  pare  down 
the  amount  of  customer 
data  his  company  kept  to 
make  CRM  effective. 


will  be  tightly  integrated  into  that  single¬ 
customer  master.” 

To  accomplish  that  goal,  the  e-marketing 
group  brought  in  e-mail  analysis,  segmenta¬ 
tion  and  personalization  tools  from  San 
Mateo,  Calif.-based  Digital  Impact.  By  ana¬ 
lyzing  its  e-mail  databases,  HP  found  that  its 
business  customers  fell  into  two  groups — IT 
managers  and  end  users.  So  instead  of  imme¬ 
diately  churning  out  more  e-mail  campaigns, 
HP  set  out  to  learn  what  these  groups  wanted 
through  small  pilot  tests.  The  company  found 
that  IT  managers  were  willing  to  tell  HP 
exactly  what  kinds  of  general  product  and 
support  alerts  and  newsletters  they’d  like  to 
receive  (such  as  laptop  support  newsletters 
and  discussion  forums,  print  driver  updates, 
and  new  product  introductions)  while  end 
users  wanted  much  more  specific  information 
about  the  exact  product  (network  server,  PC 
or  printer  model  number)  they’d  purchased 
and  how  to  use  it. 

Horstmeier  and  his  group  decided  to 
provide  exactly  what  these  two  groups 
asked  for,  but  they  wanted  to  find  out 
which  type  of  marketing  campaign  best 
suited  each  customer’s  individual  prefer- 
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Business  can  change  in  an  instant.  Middleware  can't.  But  you  have  the  power,  flexibility  and  speed  to  profit  from  change  if  you 
integrate  your  business  with  Fuegotech's™  innovative  Business  Process  Management  solution.  So  what  are  you  waiting  for? 
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Sarah  Suppes,  VP  of  marketing 
at  Student  Advantage,  says 


the  ability  to  target  21-year-olds 
in  Florida  helps  raise  revenues. 


ences.  So  HP  embarked  on  a  carefully  con¬ 
trolled  project  comparing  an  e-mail  cam¬ 
paign  with  a  direct-mail  offer.  He  says  his 
team  looked  at  both  cost  savings  and  rev¬ 
enues  generated  from  both  campaigns,  and 
studied  the  e-mail  marketing’s  effect  on  the 
customer  experience.  The  results  showed 
that  more  of  their  customers  responded  to 
the  low-cost  e-mail  offer,  making  it  over  20 
times  more  cost-effective.  (It  costs  $1  per 
direct  mailing  per  customer  but  only 
between  10  and  15  cents  per  customer  to 
create  and  send  monthly  e-mail,  for  more 
than  1  million  customers  per  month.) 
Customers  also  said  they  loved  getting  the 
e-mail  alerts  and  updates  with  more  than 
85  percent  saying  they  were  quite  satisfied 
with  the  content  they  received.  And  the 
e-mail  campaigns  generated  an  estimated 
$15  million  in  new  sales  revenues  per 
month,  Horstmeier  says. 

As  for  cost  savings,  the  e-marketing 
division  estimates  they  save  a  half  million 
dollars  per  month  by  combining  and 
reducing  the  multiple  e-mail  campaigns.  By 
sending  out  product  support  alerts  and 
e-mails,  the  resulting  reduction  in  calls 
made  to  support  lines  alone  saves  close  to 
$150,000  a  month,  Horstmeier  says. 

“We  found  that  we  can  deal  with  IT 
managers  with  a  one-to-many  campaign 
where  they  all  get  some  of  the  same  e-mails. 
It’s  high  volume  and  quick,”  Horstmeier 
says.  But  the  company’s  customers  “require 
more  tailored  campaigns  that  fit  their  spe¬ 
cific  situations — these  require  a  deeper  level 
of  personalization  and  detail,  which  bring 
us  a  greater  level  of  detail  in  return.” 


EVEN  THOUGH  IT  KNOWS  ITS  CUSTOMER, 
Student  Advantage  has  the  added  challenge 
of  pinning  down  targets  that  move — liter¬ 
ally — on  a  regular  basis. 

The  typical  customer  for  the  Boston- 
based  marketing  company  is  a  college  stu¬ 


dent  who’s  looking  for  discounts  on  every¬ 
thing  from  bagels  and  bikes  to  textbooks 
and  train  tickets.  They  have  both  a  home 
and  school  mailing  address,  but  their  school 
address  often  changes  every  year,  so  pinning 
down  their  actual  physical  location  can  be 
tough.  They  are  voracious  e-mailers  and 
eagerly  respond  to  online  offers  and  targeted 
e-mail  marketing  campaigns. 

Student  Advantage  began  business  in 
1992  by  providing  discount  cards  to  college 
students.  The  company’s  business  plan  was 
to  sign  up  local  businesses  in  college  towns 
that  wanted  to  increase  their  student  foot 
traffic  and  then  give  out  discount  cards  list¬ 
ing  those  businesses  to  students.  In  1995  and 
1997  the  programs  broadened  to  a  national 
scale  when  Student  Advantage  signed  up 
American  Express  and  AT&T  to  provide 
both  companies  card  offerings  to  its  student 
members.  Four  years  later,  Student 
Advantage  launched  its  first  website,  a 
rather  primitive  online  billboard.  The  com¬ 
pany  has  since  expanded  into  a  broad  and 
potentially  lucrative  network  of  interactive 
college  student  discount  and  community 
sites.  (Student  Advantage  makes  its  money 
by  charging  members  an  annual  fee  and 


charging  business  partners  that  want  to 
advertise  their  services  on  its  website  or 
through  e-mail  campaigns.) 

The  company’s  current  holdings  include 
its  flagship  discount  program,  student  and 
alumni  communities  CollegeClub.com  and 
FANSonly.com,  student  loan  resource  cen¬ 
ter  eStudentLoan.com,  and  a  free  newswire 
for  college  media  called  Uwire.com.  Stu¬ 
dents  now  register  online  for  each  program 
and  then  use  their  Student  Advantage  ID 
number  for  discounts  at  more  than  15,000 
brick-and-mortar  stores  and  online  business 
partner  websites  ranging  from  Amtrak  and 
US  Airways  to  Tower  Records.  Student 
Advantage  marketers  also  keep  members 
informed  about  special  member  offers  with 
tailored  e-mail  notices  and  updates.  All  of 
the  partners’  sales  data  and  the  members’ 
information  are  collected  in  a  data  ware¬ 
house  along  with  data  that  comes  in  from 
Student  Advantage’s  call  center. 

The  company  has  begun  applying  e-mar¬ 
keting  and  warehouse  analysis  tools  from 
E-piphany  and  customer  care  tools  from 
Egain  and  Siebel  in  a  focused  CRM  effort 
to  better  understand  how  its  products  are 
being  used  and  to  maximize  ROI  on  mar- 
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AbiliTec 


If  your  CRM  investment  still  hasn’t 
delivered  the  return  you  expected, 
you  need  AbiliTec,  Acxiom ’s  market¬ 
leading  Customer  Data  Integration 
(CDI)  software.  We  not  only  lead 
the  CDI  category  —  we  invented  it. 
Nobody  knows  more  about  creating 
a  single,  accurate  view  of  your 
customer.  And  you’ll  see  a  return 
on  your  investment  immediately  in 
marketing  efficiencies  alone. 

With  AbiliTec,  it’s  finally  possible  to 
integrate  customers  across  all 
channels,  whether  they’re  shopping 
in  a  store,  online,  or  by  phone. 

No  wonder  AbiliTec  is  used  by  some 
of  the  most  successful  companies  in 
the  world,  like  Mercedes-Benz  USA, 
Microsoft,  Sears,  BMC  Software 
and  others. 

Put  AbiliTec  to  work  today,  and  you 
won’t  have  to  wait  for  CRM  success. 


ACXIOM 


www.acxiom.com/abilitec 
PRIVACY  ASSURED 
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keting  opportunities  to  its  client  base. 

Early  on  in  the  process  the  company  real¬ 
ized  it  had  to  focus  on  keeping  just  the  types 
of  demographic,  geographic  and  purchas¬ 
ing  data  it  could  use  for  better  segmentation 
and  analysis.  “We  had  a  tendency  to  keep 
too  much  data  because  we  thought  we’d  use 
it  somehow,  someday,”  says  Craig 
Macfarlane,  chief  technology  officer  at 
Student  Advantage.  “But  there  is  a  storage 
and  performance  cost  for  every  field  you’re 
tracking.”  Macfarlane  and  his  group 
rethought  their  efforts  and  trimmed  the 
fields  they  tracked  to  match  what  their  busi¬ 
ness  partners  were  looking  for.  They  chose 
not  to  rely  on  telephone  numbers  (since 
those  often  change  frequently  and  have  lim¬ 
ited  marketing  usefulness)  and  discarded  stu¬ 
dent  ISP  data,  too,  because  most  students 
use  a  school  .edu  address,  so  there  wasn’t  a 
marketing  case  to  track  the  anomalies. 

Student  Advantage  is  also  a  firm  believer 
in  starting  small  with  pilot  projects.  “Pilot 
programs  have  helped  us  analyze  how  new 
programs  are  working  and  let  us  tinker  with 
and  adjust  them  before  rolling  it  out,”  says 
Macfarlane. 

One  of  its  first  successful  CRM  applica¬ 
tions  was  a  targeted  e-mail  offer  for  Amtrak 
discounts  it  sent  to  college  students  around 
the  country  whose  schools  were  within 
30  miles  of  an  Amtrak  station.  The  offer  of 
discounted  train  tickets  was  snapped  up  by 
students,  and  Amtrak  saw  a  “significant 
increase”  in  student  ridership,  Macfarlane 
recalls.  In  the  first  year  of  the  program,  more 
than  90,000  train  trips  were  purchased  by 
Student  Advantage  members,  raising  close  to 
$4  million  in  revenue.  In  the  fifth  year 
of  the  program,  members  booked  more 
than  300,000  trips,  generating  more  than 
$13  million  for  Amtrak. 

More  recently,  Student  Advantage  has 
been  dicing  its  database  of  2  million  regis¬ 
tered  users  into  very  small  segments.  “One 
of  our  partner-advertisers  only  wanted  to 
target  students  in  Florida  with  their  offer, 
and  Dollar  Rent  A  Car  was  interested  in 
only  reaching  students  over  21,”  says  Sarah 
Suppes,  vice  president  of  marketing  at 


cio.com _ 

For  more  information  and  previous 
stories  about  CRM  visit  our  RESEARCH 
CENTER  at  www.cio.com/crm. 


Student  Advantage.  “We  were  easily  able  to 
do  both  and  charge  [the  advertisers]  a  higher 
cost-per-million  to  focus  [an  e-mail  cam¬ 
paign]  so  narrowly.” 

Another  Student  Advantage  goal  is  to  use 
CRM  to  ease  customer  service  down  a  level: 
from  phone  to  e-mail  and  from  e-mail  to 
webpage  FAQs.  Updated  FAQs  help  keep 
the  volume  of  e-mail  questions  down. 
Prompt  e-mail  responses  likewise  keep  down 
calls  to  the  customer  service  call  center. 


“We’re  handling  many  more  support  ques¬ 
tions  by  e-mail  now  than  we  were  a  year 
ago,”  Macfarlane  says,  and  the  ratio  of 
e-mail  to  phone  questions  has  been  swung 
the  way  Student  Advantage  has  intended — 
toward  e-mail. 

This  year  for  the  first  time  the  company 
has  also  developed  a  membership  renewal 
campaign  to  proactively  reach  out  to  stu¬ 
dents  instead  of  waiting  for  them  to  re-up  on 
their  own.  Students  pay  $20  per  year  ($10  to 
renew  this  summer).  “Doing  this  in  any  sort 
of  direct  [U.S.]  mail  campaign  would  be  pro¬ 
hibitively  expensive,  and  mailing  address 
data  for  students  is  notoriously  incorrect 
because  so  many  move  every  year,”  says 
Suppes.  “By  running  an  e-mail  campaign 
we’ve  already  had  thousands  of  students 
renew  in  just  the  first  weeks,  two  months 
earlier  than  ever,”  and  quickly  generated 
more  than  $70,000  in  revenues. 

To  gather  all  this  useful  data,  Student 


Advantage  had  to  help  students  understand 
how  they  benefited  by  giving  precise  personal 
data.  “For  some  of  our  services  students  didn’t 
see  the  value  in  filling  out  every  field  accu¬ 
rately,”  says  Suppes.  “So  we  showed  them 
what  kinds  of  offers,  like  last-minute  air  fares, 
they  would  receive  if  we  could  dependably 
and  reliably  contact  them.  We  had  to  show 
them  what  was  in  it  for  them.” 

The  next  steps  in  Student  Advantage’s 
CRM  programs  involve  a  type  of  on-campus 
cash  card  that  parents  could  add  money  to 
from  afar  and  students  could  use  to  buy 
books,  meals  and  other  college  necessities  in 
on-campus  partner  establishments.  Infor¬ 
mation  about  purchases  would  feed  back  to 
the  Student  Advantage  data  warehouse  and 
provide  even  more  granular  and  precise  data 


about  students’  buying  patterns  and  behavior. 
The  marketing  possibilities  at  that  point  are 
almost  boundless,  and,  Macfarlane  says, 
those  types  of  projects  combined  with  the 
power  provided  by  CRM  will  cause  “the 
biggest  transformation  between  where  we  are 
and  where  we  are  going.” 

Even  so,  the  potential  impact  of  CRM 
projects  can’t  allow  companies  to  lose  sight 
of  the  fundamental  power  in  customer  con¬ 
tact.  CRM  must  be  used  to  help  each  cus¬ 
tomer  feel  special,  says  Don  Singleton, 
Student  Advantage’s  senior  director  of  cus¬ 
tomer  member  services.  “It  doesn’t  matter 
if  you  have  10  customers  or  a  million.  Every 
time  a  customer  talks  to  you  they  want  to 
feel  like  they’re  your  only  customer.”  BE] 


How  do  you  make  CRM  work  at  your  company?  Let 
us  know  by  writing  letters@cio.com.  Stewart  L.  Deck 
is  a  freelance  writer  in  Arlington,  Mass.  Reach  him 
at  sdeck@yahoo.com. 


Student  Advantage’s  CTO  Craig  Macfarlane 

says  starting  small  is  key  with  CRM. 

PILOT  PROJECTS  allow  time  for  early  fixes. 
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It’s  giving  him  the  updated  agenda  of  his  8  AM  meeting. 

Wireless  works.  Today.  AT&T  Wireless  has  developed  data  solutions  that  can  revolutionize 
B0HHHHSS}  "the  way  you  work  Access  real-time  information,  Internet,  intranet  and  e-mail 

ra  Urgent  Meeting  Update 

from  virtually  anywhere.  It’s  more  than  phones.  It's  services  for  wireless 
devices  used  in  all  types  of  businesses. This  is  AT&T  Wireless,  leading  the 
way  to  the  next  generation  of  data  communication. 
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Mark  as  Unread 
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Get  Full  Copy 
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Reply 

Reply  All 
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AT&T  Wireless 

your  world,  close  at  hand.  attwireless.  com/business/data 


Important  Information 


Requires  credit  approval,  activation  fee,  annual  contract  and  a  compatible  wireless  device.  May  not  be  available  for  purchase  or  use  in  all  arrive 
areas.  See  attwireless.com  for  coverage  information.  Additional  hardware,  software  and  charges  apply  for  some  offers.  Coverage  may  vary  due  to  customer  equipment  and 
other  factors.  Due  to  coverage  limitations,  information  may  not  be  accessible  at  all  times. The  amount  and  type  of  information  available  is  software  and  device  dependent. 
Equipment  shown  is  for  use  with  GPRS  service.  Additional  terms  and  conditions  apply.  ©2001  AT&T  Wireless.  All  rights  reserved. 
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Women  climbing  the  IT  ladder  confront  gender  bias  and 
a  work  environment  that  is  tough  on  all  CIOs— male  and  female. 

Here  are  the  stories  of  three  women  who  won’t  quit. 

BY  LAUREN  GIBBONS  PAUL 


Why  IT 

Hates 

Women 

and  the 
Women 
Who  Stay 
Anyway 


KAREN  HOGAN  understood  what  she  was  up  against  from 
the  get-go.  It  was  1978,  and  even  though  she  had  scored  100  on 
the  federal  government  entrance  exam,  qualifying  her  to  be  an 
entry-level  programmer,  she  was  given  a  job  as  a  keypunch 
operator.  After  a  few  months  of  that,  she  applied  for  a 
computer-training  program,  but  her  boss  didn’t  approve.  “He 
just  decided  I  should  keep  keypunching  for  a  while,  and  he 
would  tell  me  when  I  could 
move  along,”  says  Hogan,  now 
53.  Undeterred,  she  went  over 
his  head  and  ended  up  before  a 
governmental  panel  of  real  old- 
time  bureaucrats,  she  recalls. 

They  asked  her  to  explain  what 
she  had  ever  done  to  show  she 
knew  how  to  arrange  material 
logically.  Hogan  calmly  ex¬ 
plained  the  Dewey  decimal  sys¬ 
tem,  which  the  panel  had  ap¬ 
parently  never  heard  of.  After  only  nine  months  in  data  entry, 
she  got  the  nod  to  attend  the  training  program. 

Today,  Hogan  is  acting  deputy  CIO  of  the  Department  of 
Commerce  in  Washington,  D.C.  Like  many  high-ranking 
women  in  public  and  private  sector  IT,  she  has  succeeded 
despite  a  culture  that  remains  resoundingly  male  and  is 
frequently  hostile  to  ambitious  women.  The  statistics  tell  the 
tale;  according  to  several  recent  surveys,  women  CIOs  remain 


Reader  ROI 

►  Read  about  three  women 
who  are  making  it  in  IT 
despite  the  odds 

►  Understand  the  special 
hassles  that  women  in 
IT  face 

►  Discover  how  an  absence 
of  women  CIOs  hurts  the 
bottom  line  and  what  you 
can  do  about  it 
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KAREN  HOGAN 

Acting  deputy  CIO, 
Department  of 
Commerce, 
Washington,  D.C. 

Hogan’s  ticket  up 
the  ladder  was  her 
willingness  to  take  on 
unpopular  projects. 
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a  small  fraction  of  those  who  populate  the 
executive  suite.  For  example,  out  of  the  CIOs 
or  ClO-equivalents  at  300  Fortune  1000 
companies  and  the  100  fastest-growing  com¬ 
panies  recently  surveyed  by  Amsterdam, 
N.Y.-based  Sheila  Greco  Associates,  there 
were  only  41  women  (13.7  percent),  com¬ 
pared  with  259  men  (86.3  percent).  Greco 
says  the  percentage  of  women  CIOs  has  not 
changed  since  her  research  consultancy 
began  its  annual  survey  in  1998. 

“If  IT  were  a  meritocracy,  we  would  have 
seen  higher  representation  of  women  by 
now,”  says  Mary  Mattis,  senior  research  fel¬ 
low  for  Catalyst,  a  nonprofit  research  and 
advisory  organization  in  New  York  City.  “It 
seems  the  IT  lifestyle  and  the  work  environ¬ 
ment  are  not  very  attractive  to  women.” 
According  to  another  recent  survey,  more 
than  60  percent  of  women  say  the  glass  ceil¬ 
ing  is  a  reality  in  IT.  They  cite  a  variety  of 
factors:  gender  bias,  stereotypes  and  the  per¬ 
ception  that  women  are  less  knowledgeable 
than  their  male  counterparts. 

OK,  so  the  glass  ceiling  still  exists.  But 
women  are  moving  up  the  IT  ladder  any¬ 
way,  slowly  and  through  a  myriad  of  differ¬ 
ent  paths.  Some  say  they  have  been  helped 
along  at  places  by  mentors  who  understand 
the  need  for  diversity  and  the  special  skills 
that  women  often  bring  to  the  table.  (See 


“What’s  the  Big  Deal?”  Page  120.) 

Others,  like  Hogan,  have  done  it  by  taking 
on  jobs  that  no  one  else  wants  and  proving 
their  value.  But  all  of  these  women  acknowl¬ 


edge  that  the  path  is  strewn  with  hardship 
and  trade-offs  that  are  impossible  to  ignore. 
A  divorced  mother  of  two,  Hogan’s  ascent 
up  the  IT  ladder  did  not  really  begin  until 
her  kids  were  in  high  school.  And  even  now, 
she  says  she  wouldn’t  want  the  CIO  job  at 
her  agency  because  of  the  time  demands  the 
position  would  impose  on  her  life.  “Right 
now,  I  have  some  ability  to  have  a  personal 
life  too.  I  work  long  hours,  but  I  can  get 
away  from  the  job  when  I  want  to,”  says 
Hogan,  who  remarried  a  few  years  back  and 
treasures  her  personal  time. 

Women,  of  course,  are  not  the  only  gender 
speared  by  this  issue.  While  they  still  bear 
the  brunt  of  child  care  and  thus  find  them¬ 
selves  more  at  odds  with  the  near¬ 
constant  travel  and  intense  24/7  demands  of 


being  a  CIO,  several  surveys  have  found  that 
the  problem  of  balancing  work  and  life  are  of 
major  concern  to  male  CIOs  as  well.  In  fact, 
according  to  a  new  online  survey  by  CIO  of 


310  IT  professionals,  almost  as  many  men 
as  women — 57  percent  versus  63  percent, 
respectively — felt  they  did  not  have  an 
appropriate  work  and  life  balance  in  their 
current  job.  (See  “Where  Men  and  Women 
Agree,”  this  page.) 

“Both  men  and  women  realize  this  is  an 
issue,”  says  Judy  Rosener,  professor  at  the 
Graduate  School  of  Management  of  the 
University  of  California  at  Irvine.  Rosener 
believes  the  eventual  dismantling  of  the  glass 
ceiling  in  IT  will  take  pressure  off  both  sexes. 
“A  lot  of  men  are  saying  they  no  longer  want 
the  burden  of  feeling  they  have  to  get  to  the 
top,”  she  says. 

Here  then  are  the  stories  of  three  women 
who  have  made  a  career  in  IT  despite  the 
odds.  Their  experiences  should  resonate  with 


“ITS  REALLY  DIFFICULT  TO  BE  A  STRONG 
FEMALE  MANAGER  IN  I.T.  YOU’RE 
EXPECTED  TO  ACT  DIFFERENTLY 

FROM  MEN.”  -Nancy  Ingalls,  former  IT  project  manager 


WHERE  MEN  AND 

WOMEN  AGREE...  AND  DISAGREE... 
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percent  of  women 
believe  there  is  a 
glass  ceiling  in  IT. 


62 


percent  of  men 
believe  there  are  no 
barriers  to  women. 
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percent  of  women 
|  in  high-tech  careers 
would  choose  another 
profession  if  starting  today. 
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percent  of  men  in 
I  high-tech  careers 
would  choose  another 
profession  if  starting  today. 


SOURCE:  CIO  ONLINE  SURVEY 


SOURCE:  DELOITTE  &  TOUCHE 
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women- — and  men — who  under¬ 
stand  just  what  it  takes  to  gain 
entry  to  the  executive  suite. 


True  Grit 

The  lone  sister  of  four  brothers, 

Karen  Hogan  learned  early  on 
how  to  get  the  boys  in  her  life  to 
do  what  she  wanted.  Hogan’s 
father  was  in  the  Navy,  and 
the  family  moved  frequently — 

Florida,  New  York  and  Hawaii — 
before  settling  in  Virginia  Beach, 

Va.  The  oldest  child,  Hogan  was 
about  12  when  she  realized  her 
younger  brothers  were  getting 
too  old  to  be  bossed  around.  “It 
was  a  rude  awakening,”  she 
recalls.  “Rather  than  just  telling 
them  what  to  do,  I  had  to  coax 
them  and  listen  to  them.  That’s 
a  lesson  that  transfers  very  well 
to  the  real  world:  less  bossing, 
more  listening.” 

Hogan  earned  a  BS  in  1969 
and  married  right  out  of  college. 

Her  first  job  was  as  an  elemen¬ 
tary  school  librarian.  “There 
weren’t  a  whole  lot  of  obvious 
career  choices  for  women  then,” 
says  Hogan  dryly.  She  took  sev¬ 
eral  years  off  to  raise  her  chil¬ 
dren  and  in  1978  decided  to 
look  for  a  job  in  computers  with 
the  federal  government  in  Mech- 
anicsburg,  Pa.  That’s  when  she  realized  hav¬ 
ing  a  college  degree,  excellent  grades  and  a 
perfect  score  on  the  federal  entrance  exam 
were  not  necessarily  enough  to  catapult  her 
over  menial  jobs  such  as  data  entry.  But  with 
a  little  pluck — and  a  belief  in  her  own  abili¬ 
ties — she  pressed  on. 

After  winning  the  aforementioned  berth 
in  the  computer-training  program,  Hogan 
followed  her  father’s  path  and  started  work¬ 
ing  for  the  Navy  supporting  computer  users. 
After  that,  the  promotions  and  raises  were 
fairly  steady.  She  avoided  travel  as  much  as 
possible  in  order  to  care  for  her  young  fam¬ 
ily.  But  by  the  middle  of  the  1980s,  with  her 


marriage  crumbling,  she  decided  to  seize  the 
opportunity  to  move  from  governmental 
level  GS-12  to  a  GS-13,  the  first  rank  with 
management  responsibility.  To  do  so,  she 
had  to  relocate  to  the  Washington,  D.C., 
area.  In  1986,  her  divorce  complete,  she 
moved  with  her  kids  (then  in  the  fifth  and 
seventh  grades)  to  northern  Virginia. 

It  wasn’t  easy  being  a  single  parent  try¬ 
ing  to  get  ahead  in  government  in  those 
days.  “At  the  time,  the  work  wasn’t  very 
flexible.  The  work  hours  were  the  work 
hours,”  says  Hogan,  who  missed  many  of 
her  children’s  softball  and  baseball  games. 
Her  mostly  male  bosses  at  governmental 


NANCY  INGALLS 


Data  architecture 
consultant,  Trigon  Blue 
Cross  Blue  Shield, 
Richmond,  Va. 


A  talented  musician, 
Ingalls  says  her  music 
helps  sustain  her 
through  the  professional 
knocks  she's  taken. 


agencies  ranging  from  the  Navy  to  the 
Department  of  Defense  to  the  Census 
Bureau  were  not  yet  cognizant  of  the  con¬ 
cept  of  work  and  life  balance. 

But  Hogan  stuck  with  it  and  eventually 
began  to  break  through.  Her  ticket  up  the 
ladder?  A  willingness  to  take  on  unpopular 
projects.  “Things  came  along  that  the  men 
didn’t  want  to  do — that’s  one  of  the  keys  to 
how  I  progressed.  I  always  did  things  they 
didn’t  want  to  do,”  she  says.  As  a  first-year 
intern  in  the  Navy’s  Civilian  Training  Pro¬ 
gram,  Hogan  took  on  the  task  of  briefing 
senior  officials  on  the  types  of  software  pro¬ 
grams  the  department  was  supporting.  “My 
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boss  didn’t  want  to  take  it  on.  A  lot  of  it  was 
well  beyond  my  level  at  the  time,”  she  says. 
“After  a  few  years,  I  had  had  responsibility 
for  acquisition,  telecomm,  standards  devel¬ 
opment,  program  management,  software 
development  and  implementation,  hard¬ 
ware — a  whole  broad  range  of  things.” 
These  are  skills  that  a  CIO  needs,  she  says. 

Although  she  is  now  deputy  CIO  at  the 
Department  of  Commerce — just  below  the 


CIO  level — she  has  no  desire  to  get  to  the 
next  level.  For  one  thing,  the  money  would¬ 
n’t  be  much  better,  since  she  is  within  $3,000 
of  the  pay  cap.  And  although  her  kids  are 
now  grown,  she  is  not  willing  to  take  the  hit 
on  her  personal  time  that  being  CIO  would 
mean.  Hogan  vacationed  with  her  husband, 
a  retired  Drug  Enforcement  Agency  official, 
in  Europe  for  two  weeks  this  spring — sans 
e-mail  or  pager.  “[My  current]  position  fits 
well  with  my  lifestyle,”  she  says. 

In  her  current  capacity,  Hogan  believes 
she  can  still  play  a  significant  role  in  new 
challenges,  such  as  implementing  electronic 
government  at  her  agency.  “I’m  having  fun,” 
she  says.  “And  I  am  grateful  for  the  oppor¬ 
tunities  that  have  come  my  way.” 

Blown  Sideways 
Through  IT 

Sixteen  years  younger  than  Hogan,  Nancy 
Ingalls  started  out  with  the  doors  to  IT 
wide  open.  With  a  natural  affinity  for 
machines  and  a  curiosity  about  the  growing 
computer  industry,  it  wasn’t  hard  for  her  to 
pick  up  a  BA  in  computer  science  from  the 
University  of  Pittsburgh.  And  she  had  no 
problem  getting  a  job  in  IT  and  gaining  pro¬ 
ficiency  in  systems  ranging  from  the  AS/400 
to  DB/2  to  Unix  as  she  hopscotched  up  the 
career  ladder  from  one  job  to  the  next. 


Ingalls  was  a  divorced  single  mother  with 
two  small  children  working  full  time  during 
college.  The  constant  juggling  of  kids  and 
work  didn’t  stop  once  she  got  her  degree. 
After  being  divorced  for  five  years,  she  mar¬ 
ried  her  current  husband,  a  driver  for  the 
Guaranteed  Overnight  Delivery  service,  who 
has  two  children.  The  couple  soon  had  a 
daughter  of  their  own,  completing  the 
“yours,  mine  and  ours”  scenario.  Unlike 


many  women  coming  along  in  IT,  Ingalls 
had  the  luxury  of  a  husband  who  was  the 
primary  caregiver  to  the  children.  Because  he 
is  a  truck  driver,  he  works  mostly  at  night, 
leaving  him  available  for  doctor’s  appoint¬ 
ments  and  school  meetings  during  the  day. 
“He’s  quite  a  guy,”  says  Ingalls. 

Ingalls,  now  37,  was  hired  at  Circuit  City 
Stores  in  Richmond,  Va.,  in  1997.  And  for 
the  next  few  years,  she  earned  good  reviews 
and  steady  promotions.  But  in  February  of 
this  year  she  was  demoted  from  her  posi¬ 
tion  as  a  project  manager  for  the  $10  bil¬ 
lion  consumer  electronics  retailer.  The  com¬ 
pany  was  suffering  through  cutbacks  at  the 
time,  and  hundreds  of  people  were  laid  off. 
However,  four  male  project  managers  were 
allowed  to  stay  on  in  their  positions.  Only 
Ingalls  was  knocked  down  to  systems  ana¬ 
lyst,  a  lower-level  technical  position.  Ingalls 
says  senior  management  did  not  appreciate 
her  outspokenness,  a  trait  they  encourage 
in  male  IT  staff. 

“It’s  really  difficult  to  be  a  strong  female 
manager  in  IT.  You’re  expected  to  act  dif¬ 
ferently  from  men.  It’s  ‘We  give  you  the 
orders,  and  we  expect  you  to  carry  them 
out,”’  says  Ingalls,  who  recently  left  Circuit 
City  and  is  now  a  data  architecture  consult¬ 
ant  for  Trigon  Blue  Cross  Blue  Shield  in 
Richmond,  Va. 


This  was  not  the  first  setback  Ingalls 
experienced  at  Circuit  City.  In  January  2000, 
CIO  Dennis  Bowman  denied  her  a  $20,000 
bonus  pledged  to  her  for  Y2K  remediation 
work.  Ingalls  had  finished  a  Y2K  project  in 
June  1998  but  had  been  promised  that  she 
would  still  get  the  bonus  if  she  began  work 
on  a  non-Y2K-related  project.  Ingalls  says 
that  Bowman’s  rationale  for  denying  her  the 
bonus  was  that  it  was  for  those  who  toiled 
on  Y2K  for  years  without  hope  of  advance¬ 
ment,  while  Ingalls  was  promoted  at  the  end 
of  her  project.  According  to  Ingalls,  a  male 
coworker  was  promoted  at  the  same  time 
she  was  but  still  received  his  bonus.  (Circuit 
City  spokesman  Jim  Babb  declined  to  com¬ 
ment  on  her  situation  but  says  the  company 
has  a  policy  that  prohibits  discrimination.) 

Someone  who  had  worked  for  Ingalls  on 
the  Y2K  project  offered  to  give  her  his 
bonus.  “People  thought  what  had  happened 
to  me  was  so  unfair,”  says  Ingalls.  Her  expe¬ 
rience  is  perhaps  not  surprising  in  a  com¬ 
pany  where  the  CIO  is  male,  three  IT  exec¬ 
utive  vice  presidents  are  male,  two  IT  vice 
presidents  are  male,  five  IT  directors  are 
male  and  18  managers  are  male.  The  full 
roster  of  Circuit  City  IT  executives  includes 
only  three  women,  Ingalls  says.  “I’ve  seen 
them  hold  other  women  back.  It’s  no 
secret.” 

Ingalls  was  disappointed  to  find  that 
Circuit  City  was  not  going  to  be  the  place 
to  hang  her  hat.  “I  was  looking  for  a  place 
I  could  retire  from  and  not  do  so  much 
travel,”  says  Ingalls.  In  addition  to  family 
demands,  she  plays  clarinet  with  the 
Richmond  Pops  Band  and  also  picks  up 
other  musical  gigs  from  time  to  time.  (Ingalls 
plays  six  other  instruments:  tenor  sax,  flute, 
alto  sax,  baritone  sax,  oboe  and  piano.)  Her 
music,  she  says,  helps  sustain  her  through 
the  professional  knocks  she’s  taken. 

After  her  experiences  at  Circuit  City, 
Ingalls  no  longer  wants  to  be  a  CIO.  She 
hopes  to  go  into  consulting,  where  she  be¬ 
lieves  it  will  be  easier  to  win  more  respect. 
“Consulting  allows  you  to  stay  out  of  the 
political  end  of  things,”  she  says.  Of  course, 
Ingalls’  career  is  still  a  work  in  progress.  She 


EVEN  THOUGH  HER  KIDS  ARE  GROWN, 
KAREN  HOGAN  WOULDN’T  WANT  THE  CIO 
JOB  AT  THE  COMMERCE  DEPARTMENT 
BECAUSE  OF  THE  TIME  DEMANDS. 
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may  yet  move  up  the  ladder  or  start  her  own 
business  some  day.  “I’ve  been  knocked 
down  many  times,  but  I  never  really  hit  the 
ground,”  she  says. 

The  Price  of  Success 

Visitors  to  Raytheon’s  website  listing  of  cor¬ 
porate  executives  have  to  scroll  through  25 
pictures  of  men  in  dark  suits  (along  with  two 
women)  before  Rebecca  Rhoads’  fresh  face 
pops  up  near  the  bottom  of  the  page. 
Rhoads  is  the  newly  appointed  CIO  of  the 
$16.9  billion  defense  electronics  manufac¬ 
turer  based  in  Lexington,  Mass. 

Rhoads’  presence  in  this  male-dominated 
lineup  is  unexpected — astonishing,  really — 


when  you  consider  her  industry  (defense  is 
the  ultimate  man’s  world),  her  age  (44)  and 
the  fact  that  she’s  a  relative  newcomer  to  IT 
(she  moved  from  engineering  to  technology 
just  three  years  ago).  But  if  others  are 
amazed  at  her  velocity,  Rhoads  is  not.  This  is 
a  person  whose  first  job — while  putting  her¬ 
self  through  undergrad — was  designing 
seeker  head  test  systems  for  the  RAM  missile 
at  General  Dynamics.  Having  earned  an 
executive  MBA  as  well  as  a  master’s  in  elec¬ 
trical  engineering,  she  ran  an  800-person 
systems  development  group  for  Hughes 
Aircraft  by  the  age  of  40.  Many  more  pro¬ 
motions  followed. 

Meanwhile,  her  personal  life  was  advanc¬ 


ing  right  along  with  her  career.  Rhoads  mar¬ 
ried  an  entrepreneur  shortly  after  college, 
had  two  children  in  rapid  succession  and  set¬ 
tled  in  Tucson,  Ariz.  While  her  kids  were 
small,  she  worked  as  a  professor  at  the 
California  Polytechnic  Institute  in  Pomona, 
which  gave  her  the  flexibility  to  be  there  for 
her  children  in  the  afternoon. 

After  nearly  20  years  burnishing  her  engi¬ 
neering  career,  Rhoads  hankered  for  a 
change.  One  day  in  1997,  she  decided  techno¬ 
logy  was  the  place  to  be.  That  very  afternoon, 
Rhoads  set  her  sights  on  the  CIO  position. 
“I  said  to  myself,  ‘I  can  do  that  job,”’  she 
recalls  during  a  recent  interview  in  her  spa¬ 
cious  new  office  at  Raytheon  headquarters 
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in  Lexington.  Every  available  surface  in  her 
office  is  covered  with  papers,  and  unpacked 
boxes  line  the  floor.  Despite  the  fact  that  this 
is  Rhoads’  home  away  from  home,  there  are 
precious  few  knickknacks  or  photos. 

For  now,  the  5-foot-2-inch  CIO  is  willing 
to  put  her  family  life  on  the  back  burner.  She 
travels  around  the  country  meeting  with 
Raytheon  IT  managers  during  the  week, 
starting  at  corporate  headquarters  and  cir¬ 
cling  back  on  weekends  to  her  family  in 
Tucson.  Her  son  will  start  his  freshman  year 
in  college  this  year;  her  daughter  will  be  a 
junior  in  high  school.  During  the  weekdays, 
Rhoads’  husband  is  in  charge  of  the  home 
front,  helping  their  daughter  with  homework 
and  dealing  with  the  vicissitudes  of  adoles¬ 
cence.  But  despite  being  away  from  home, 
Rhoads  is  far  from  disengaged.  She  and  her 


daughter  have  been  collecting  “Got  Milk?” 
ads  together  for  nearly  10  years  now,  and 
Rhoads  says  she  is  always  flipping  through 
old  magazines  when  she  travels  and  cutting 
out  new  ads  to  add  to  their  collection. 

Like  any  mother,  she  worries  endlessly. 
When  her  son  recently  moved  into  his  first 
on-campus  apartment,  she  was  glad  to  be 
traveling  that  day  so  that  she  could  give  him 
the  space  he  needed  to  adjust.  “If  I  had  been 
in  town,  I  would  have  been  over  there  every 
five  minutes  trying  to  mother  him,”  she  says. 
“This  way,  I’m  giving  him  what  he  needs,  a 
chance  to  adjust.” 

Even  so,  Rhoads  acknowledges  her  work 
and  family  balance  is  out  of  whack  these 
days.  “I’ve  always  had  a  mental  time  clock; 
[the  best  time  for  my  career  to  take  off  would 
be]  when  they’re  both  in  college,”  she  says. 


WHAT’S  THE  BIG  DEAL? 

So  women  only  make  up  a  small  fraction  of  today’s  IT  leaders  and 
tomorrow’s  CEOs.  Why  does  it  matter? 


For  starters,  it  hurts  the  bottom  line, 
says  Judy  Rosener,  professor  at  the 
Graduate  School  of  Management  of 
the  University  of  California  at  Irvine.  Women 
bring  special  skills  that  add  value,  particu¬ 
larly  in  these  uncertain  economic  times. 

They  excel  at  collaboration,  juggling  multiple 
tasks  and  prioritizing  projects,  studies  show. 
"Women  have  a  very  different  way  of  looking 
at  problems.  Research  suggests  they  see 
problems  in  a  holistic  way  with  a  lot  of 
nuances.  Men  are  very  linear.  You  need  both 
styles  to  be  complete,”  says  Rosener,  who 
elaborates  on  that  in  her  book  America's 
Competitive  Secret:  Women  Managers 
(Oxford  University  Press,  1997). 

Companies  that  don't  have  women  at  the 
highest  levels  of  IT  (and  elsewhere)  also  pay 
a  tremendous  opportunity  cost,  according 
to  researchers  who  have  studied  the  gender 
divide.  “It's  really  about  talent.  It’s  about 
having  more  people  in  the  talent  pool  for 
leadership  positions,”  says  Janet  Perna, 
general  manager  of  data  management  solu¬ 
tions  for  IBM  in  Somers,  N.Y.  Then  there's 


the  cost  of  having  female  middle  managers 
depart  because  they  are  not  getting  reward¬ 
ed.  “The  loss  of  a  professional  costs  about 
200  percent  of  their  annual  salary.  That’s 
just  the  visible  costs.  It  doesn’t  include  the 
momentum  you  lose  on  projects,  the  cost 
to  morale,  the  legal  exposure,"  says  Mary 
Mattis,  senior  research  fellow  for  Catalyst  in 
New  York  City. 

So  how  do  you  make  your  IT  organization 
more  female  friendly?  Make  sure  you  have 
reasonable  work  and  family  policies  and 
programs,  such  as  telecommuting,  flextime 
and  help  with  child  care.  If  your  company's 
culture  has  not  traditionally  been  very  flex¬ 
ible,  it  might  be  worthwhile  to  do  a  quality- 
of-life  survey  to  gather  support  from  staff  for 
such  programs  without  it  being  seen  as  a 
gender  issue.  The  CIO  for  one  governmental 
agency  is  using  this  approach.  "Women  still 
have  the  burden  of  family  issues,"  he  says. 

If  CIO’s  survey  results  are  any  indicator, 
companies  that  provide  more  flexibility  will 
be  rewarded  with  the  greater  retention  of 
topflight  men  (as  well  as  women).  -L.G.P. 
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“That’s  when  it’s  a  different  equation.”  But 
her  youngest  is  still  in  high  school,  “so  all  of 
this  is  happening  a  little  quicker  than  I 
planned,”  Rhoads  notes,  admitting  to  some 
misgivings.  “It’s  because  I’m  stepping  into  a 
new  role.  When  that  happens,  you’re  always 
plagued  with  self-doubt  for  a  few  months: 
Can  I  do  this?  My  family  hates  me.  That’s  the 
painful  part  of  growing.  But  with  each  job  I 
have  always  been  able  to  regain  the  balance.” 

The  plan  now  is  for  her  husband  to  find 
the  right  manager  to  help  him  run  his 
Tucson-based  professional  services  business, 
then  he  and  their  daughter  will  move  to  the 
Boston  area.  Rhoads  recognizes  that  the 
transition  must  be  gradual.  “It  wouldn’t  be 
fair  if  I  moved  them  away  from  their  sup¬ 
port  systems  and  then  was  never  around  for 
them.  I  would  rather  be  here,  work  the  20- 
hour  days,  basically  sleep  under  the  table. 
Then  when  I  go  home,  for  those  two  days,  I 
am  absolutely  there  for  them,”  she  says. 
Rhoads  actually  sleeps  in  an  efficiency  apart¬ 
ment  near  headquarters.  But  when  her  family 
is  not  in  town,  she  does  stay  late  at  the  office, 
often  working  until  8  or  9  p.m.  or  attending 
dinner  meetings  late  into  the  evening. 

Rhoads  believes  the  work  and  family 
burden  would  be  alleviated  if  there  were 
more  women  in  executive  roles.  “If  there 
were  more  women  in  higher  positions,  may¬ 
be  more  types  of  role  models  and  lifestyles 
could  be  accommodated,”  she  says. 

But  for  now,  her  greatest  wish  is  to  have 
an  impact  on  the  business  itself.  “Businesses 
are  totally  dependent  today  on  their  [IT]  sys¬ 
tems,”  she  says.  “They’re  at  the  forefront  of 
many  of  our  business  decisions.  What  a  great 
opportunity  to  get  in  and  contribute.”  HE] 


Share  your  stories  about  breaking  through  with 
Senior  Editor  Alison  Bass  ( abass@  cio.com ).  Lauren 
Gibbons  Paul  ( laurenpaul@mediaone.net )  is  a  free¬ 
lance  writer  in  Waban,  Mass. 
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Ten  Critical 
Success  Factors 
for  CRM: 

Lessons  Learned  from  Successful  Implementations 


by  Steve  Mankoff 

Senior  Vice  President  of  Technical  Services 
Siebel  Systems,  Inc. 


More  and  more  organizations  are  turning  to  Customer 
Relationship  Management  (CRM)  solutions  to  drive  revenue 
growth,  productivity,  and  customer  satisfaction.  A  great 
number  of  these  organizations  have  achieved  significant 
results.  Some  organizations,  however,  have  not  achieved  all  of 
the  benefits  they  had  hoped  for.  Instead,  they  have 
encountered  problems  ranging  from  cost  overruns  and 
integration  challenges  to  poor  user  acceptance.  The  good 
news  is  that  all  of  these  of  problems  are  avoidable — if  the 
CRM  implementation  is  well  designed  and  executed.  Indeed, 
when  properly  deployed,  CRM  solutions  produce  a 
significant  return  on  investment  by  streamlining  business 
processes  and  providing  frontline  employees  access  to  richer 
and  more  integrated  customer  information. 


Ten  Critical  Success  Factors 
for  CRM  Implementations 


1.  Establish  measurable  business  goals 

2.  Align  business  and  IT  operations 

3.  Get  executive  support  up  front 

4.  Let  business  goals  drive  functionality 

5.  Minimize  customization  by  leveraging 
out-of-the-box  functionality 

6.  Use  trained,  experienced  consultants 

7.  Actively  involve  end  users  in  solution  design 

8.  Invest  in  training  to  empower  end  users 

9.  Use  a  phased  rollout  schedule 
10.  Measure,  monitor,  and  track 
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Effective  CRM  Produces 
Significant  Business  Benefits 

+20%  +20% 


REVENUE  INCREASE  IN  EMPLOYEE 
GROWTH  CUSTOMER  PRODUCTIVITY 
SATISFACTION  GAINS 


According  to  a  recent  independent  survey,  Siebel  Systems 
customers  providing  return  on  investment  results 
experienced,  on  average,  a  12  percent  increase  in  revenue,  a 
20  percent  increase  in  customer  satisfaction,  and  a  20 
percent  increase  in  employee  productivity  as  a  result  of  using 
Siebel  eBusiness  Applications. 

Source:  Satmetrix  Systems  survey,  Q1  2001,  directed  to  customers  with 
deployed  Siebel  eBusiness  Applications. 

As  the  CRM  market  leader,  Siebel  Systems  has  been 
involved  in  more  than  2,500  CRM  implementations.  To 
track  our  customers’  experiences  with  our  products,  we 
commission  the  independent  customer  satisfaction 
auditing  firm  Satmetrix  Systems  to  conduct  a  detailed 
survey  of  all  our  customers  twice  a  year.  (According  to  the 
most  recent  survey,  customers  providing  return  on 
investment  results  experienced,  on  average,  a  20  percent 
increase  in  employee  productivity,  a  20  percent  increase  in 
customer  satisfaction,  and  a  12  percent  revenue  hike  from 
using  our  software — all  in  a  ten-month  period.)  Based  on 
follow-up  analysis  of  years  of  survey  data  and  our 
experience  with  numerous  CRM  implementations,  we 
have  accumulated  extensive  knowledge  of  CRM  best 


practices.  CRM  success,  we  have  found,  critically  depends 
on  the  degree  to  which  organizations  follow  these  best 
practices:  In  virtually  every  case  of  a  problematic  CRM 
effort  we  are  aware  of,  the  cause  was  failure  to  adhere  to 
sound  implementation  practices. 

If  you’re  already  involved  in  a  CRM  rollout  or  expect  to 
be  soon,  here’s  a  checklist  of  ten  critical  success  factors  to 
follow  as  you  design  and  deploy  your  system.  By  adhering 
to  these  guidelines,  you  will  avoid  the  common  pitfalls  of 
CRM  implementations  and  be  in  position  to  realize  a 
significant  return  on  your  CRM  investment. 

1.  ESTABLISH  MEASURABLE  BUSINESS  GOALS.  It  is 

critically  important  to  define  the  specific  business  benefits 
you  expect  your  CRM  project  to  deliver.  This  may  sound 
painfully  obvious,  but  many  projects  fail  because  this 
“obvious”  success  factor  is  not  observed. 

Push  yourself  to  clarify  exactly  what  you  are  trying  to 
achieve  with  your  CRM  solution.  Are  you  trying  to 
increase  average  revenue  per  sale?  Improve  customer 
retention  rates?  Lower  customer  acquisition  costs? 
Improve  forecast  accuracy?  Improve  customer  response 
times?  Improve  sales  close  rates? 

There  are  CRM  solutions  to  address  all  of  these 
objectives,  so  you  must  prioritize  what  you  want  to 
accomplish  and  select  the  CRM  technology  accordingly. 
“The  extent  of  what  you  can  do  with  eBusiness  applications 
is  enormous,”  says  Peter  Frueh,  Executive  Director  of 
Indirect  Channels  for  Australian  communications  leader 
Telstra,  which  has  rolled  out  CRM  solutions  to  more  than 
2,100  users.  “The  key  is  to  understand  which  applications 
are  most  important  to  your  business.” 

Successful  customers  shop  for  CRM  solutions  with  a 
list  of  detailed  business  requirements — not  generic  wishes 
like  “Improve  customer  service,”  but  specifics  like  “Reduce 
service  response  times  by  25  percent.”  The  deployments 
that  work  best  target  concrete  pain  points. 
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2.  ALIGN  YOUR  BUSINESS  AND  YOUR  IT  OPERATIONS. 

While  CRM  is  driven  by  technology,  it’s  not  about 
technology.  The  point  of  CRM  is  to  improve  your 
customer- facing  business  processes;  technology  is  only  a 
means  to  achieving  that  end.  Every  successful 
implementation  begins  by  recognizing  this  fact — and  by 
creating  operational  structures  that  reinforce  it. 

In  successful  CRM  projects,  responsibility  for  the 
design  and  implementation  of  the  system  rests  with  both 


business  sponsors  and  technical  personnel.  Marriott 
International,  which  has  deployed  CRM  applications  to 
several  thousand  users,  insists  on  this  joint  accountability 
to  ensure  that  technology  initiatives  are  aligned  with 
corporate  objectives.  As  Senior  Vice  President  for  Marriott 
Lodging  Systems  Mike  Dalton  puts  it,  “We  have  a  business 
project  manager  as  well  as  a  systems  project  manager  on 
every  project  so  that  we’re  making  decisions  that  are  both 
functionally  and  technologically  appropriate.” 

Get  the  alignment  in  place  before  the  project  begins. 
Jim  Burns,  Vice  President  for  Strategic  Technology  at  the 
National  Consumer  Services  group  of  Chase  Manhattan 
Bank — which  has  deployed  a  CRM  system  to  more  than 


600  branch  offices — offers  sound  advice  on  this  key  point. 
“Work  with  business  users  up  front,”  he  says,  “to  establish 
the  prioritization  criteria  for  determining  which  business 
requirements  will  guide  configuration.  This  avoids  wasting 
time  addressing  requirements  that  are  not  going  to  add 
value  to  the  business.” 

Bring  business  and  IT  together.  But  make  business 
the  driver. 

3.  GET  EXECUTIVE  SUPPORT  UP  FRONT. 

Because  CRM  projects  are  strategic 
initiatives,  top  management  must 
actively  support  them.  Without  executive 
endorsement — including  an  explanation 
of  how  the  new  system  will  support 
organizational  goals — a  CRM  initiative 
can  be  read  as  a  gimmick  or  a  fad.  If 
CRM  is  critical  to  your  company’s 
survival — which  is  increasingly  the  case 
for  organizations  everywhere — top 
executives,  from  the  CEO  down,  must 
drive  that  message. 

Rob  Baxter  is  Vice  President  and  CIO  of  Honeywell 
Industrial  Control,  a  $2.5  billion  division  of  Honeywell 
International.  Reflecting  on  HIC’s  recent  adoption  of  a 
customer-focused  eBusiness  solution  that  provides  online 
service  to  more  than  4,000  customers  in  60  countries  and 
supports  3,600  field  engineers,  Baxter  says,  “The  senior 
executives  have  to  get  the  bug,  and  it  will  come  in  one  of 
two  ways.  They  will  see  a  tremendous  opportunity,  or  they 
will  be  scared  to  death.  It  doesn’t  matter  which  one  brings 
them  around,  as  long  as  they  become  the  champions  of 
eBusiness.”  Honeywell  institutionalizes  that  imperative  by 
having,  in  each  of  its  divisions,  a  vice  president  responsible 
for  eBusiness  initiatives. 


Business  Goals  Drive  Functionality 


srn  De 
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In  an  effective  CRM  system,  business  goals  that  are  focused  on  producing  meaningful  results 
drive  functionality.  IT  and  business  managers  are  aligned  behind  a  well-defined  set  of 
measurable  objectives,  which  in  turn  guide  system  design. 
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4.  LET  BUSINESS  GOALS  DRIVE  FUNCTIONALITY.  Just  as  a 
CRM  project  needs  to  be  driven  by  business  goals,  so  must 
every  configuration  decision.  If  a  feature  doesn’t  directly 
help  your  company  better  serve  customers,  you  probably 
don’t  need  it. 


Marriott’s  Five  Criteria  for 
Assessing  eBusiness  Solutions 


Acceptable  solutions  must 

1.  Improve  profitability 

2.  Enhance  customer  value 

3.  Support  process  integration 

4.  Reduce  technology  costs 

5.  Improve  systems  performance 

Source:  Mike  Dalton,  Senior  Vice  President 
for  Marriott  Lodging  Systems 


Marriott’s  Mike  Dalton  identifies  five  criteria  against 
which  his  company  assesses  eBusiness  solutions. 
Acceptable  solutions  must  1)  improve  profitability, 
2)  enhance  customer  value,  3)  support  process  integration, 
4)  reduce  technology  costs,  and  5)  improve  systems 
performance.  Notice  that  every  one  of  Dalton’s 
“technology”  criteria  is  driven  by  business  considerations. 
Insist  on  functionality  that  enhances  the  ability  of 
customer-facing  personnel  to  perform  their  specific 
job  function. 

Organizations  may  also  use  CRM  technology  to 
expand  the  scope  of  a  functional  area.  For  example,  the 
Belgian  bank  Banque  Brussels  Lambert  recently  used  CRM 
technology  to  enable  agents  in  its  contact  center,  BBL 
Direct,  to  perform  outgoing  sales  calls  as  well  as  answer 
incoming  service  calls.  “With  this  change,”  says  BBL  Direct 
Manager  Catherine  deBatty,  “our  employees  are  able  to 
move  from  quantity  to  quality.  We  can  concentrate  less  on 


how  many  calls  are  being  handled  and  more  on  gathering 
information  that  will  improve  performance  and 
productivity.”  Here  the  adoption  of  CRM  technology 
actually  changed  the  job  function,  but  again,  the 
implementation  was  driven  by  business  considerations. 

5.  MINIMIZE  CUSTOMIZATION  BY  LEVERAGING  OUT-OF- 
THE-BOX  FUNCTIONALITY.  Over-customization  is  one  of 
the  most  common  causes  of  budget  overruns  and  missed 
deadlines  in  CRM  implementations.  A  project  team  sets 
out  to  adopt  a  “vanilla”  application  but  quickly  falls  victim 
to  “feature  creep”  and  ends  up  with  a  more  specialized 
product  than  business  functions  require.  Or,  the  project 
team  falls  into  the  trap  of  customizing  the  CRM  software 
to  mirror  the  customizations  made  to  legacy  systems. 
Many  of  these  experiments  are  abandoned  midstream.  But 
even  those  that  succeed  do  so  by  straining  budgets  and 
trashing  schedules. 

These  common  scenarios  are  unnecessary  if  you  avoid 
imitating  legacy  solutions  too  closely  and  take  care  in 
selecting  a  CRM  solution  that  provides  out-of-the-box 
functionality  that  meets  your  organization’s  needs.  Before 
you  start  customizing  your  CRM  application,  first  consider 
the  application’s  existing  functionality.  You  may  find  that 
the  vanilla  product  supports  your  business  requirements 
much  more  thoroughly  than  you  had  anticipated, 
eliminating  the  need  for  expensive  customizations.  Indeed, 
customization  is  often  the  most  costly,  time-consuming, 
and  complex  component  of  a  CRM  implementation.  So 
choosing  a  CRM  application  that  meets  your  requirements 
out  of  the  box  can  dramatically  lower  the  total  cost  of 
ownership  over  the  life  of  the  solution. 

At  IBM — which  is  rolling  out  one  of  the  most  extensive 
and  comprehensive  CRM  implementations  ever,  targeted 
to  eventually  reach  more  than  100,000  field  salespeople, 
call  center  representatives,  marketing  personnel,  and 
business  partners — software  customization  is  minimized 


SI  24 


Advertising  Supplement 


through  a  “Fit  Gap”  methodology.  Before  rolling  out  any 
IT  solution,  the  company  runs  business  scenarios  for  the 
solution’s  end  users  to  determine  where  the  projected 
software  is  helpful  and  where  there  are  gaps.  Then,  to 
address  each  gap,  managers  decide  whether  the  software 
must  be  customized  immediately  or  whether  that  gap  can 
be  resolved  by  a  later  release.  “The  overall  goal,”  says  IBM 
Director  for  CRM  Architecture  Gary  Burnette,  “is  to  keep 
customizations  to  an  absolute  minimum.” 


know  you’re  working  with  people  who  understand  the 
software  inside  and  out,”  he  says.  “Certified  consultants  are 
able  to  translate  business  requirements  into  software 
configurations  far  more  effectively  than  non-certified 
consultants.  They  can  also  provide  a  much  more  realistic 
forecast  of  what  your  CRM  project  will  entail  in  terms  of 
time  and  resource  requirements.” 

One  tip:  New  releases  of  CRM  applications  come  out 
frequently.  Be  sure  your  consultants  are  certified  on  your 
software’s  latest  release. 


6.  USE  TRAINED,  EXPERIENCED  CONSULTANTS.  Software 
consultants  frequently  make  bold  claims  regarding  their 
ability  to  meet  a  company’s  implementation  requirements. 
To  ensure  that  your  systems  integrator  can  actually 
deliver  a  CRM  project  on  time  and  on  budget,  look  for 
consultants  who  are  not  only  thoroughly  trained  in 
implementation  methodologies  for  the  applications  you 
are  considering,  but  also  have  real  experience  in  deploying 
those  applications.  How  do  you  know  that  a  potential 
integration  partner  meets  these  criteria?  Hire  consultants 
who  have  been  certified  by  your  software  provider.  It 
is  difficult  to  overstate  the  importance  of  following 
this  practice. 


“When  you  use  certified  consultants,  you  know 
you’re  working  with  people  who  understand  the 
software  inside  and  out.  Certified  consultants  are 
able  to  translate  business  requirements  into 
software  configurations  far  more  effectively 
than  non-certified  consultants.” 

—Jim  Peak,  Vice  President,  Envoy  Corporation 


Jim  McPeak,  a  Vice  President  with  Nashville-based 
Envoy  Corporation,  attests  to  the  value  of  having  used 
certified  professionals  for  his  company’s  CRM 
implementation.  “When  you  use  certified  consultants,  you 


7.  ACTIVELY  INVOLVE  END  USERS  IN  SOLUTION  DESIGN. 

“If  we  don’t  have  our  end  users  involved  in  design  and 
deployment  of  our  eBusiness  applications,  we  won’t  be 
successful — period.”  So  says  Eloise  McNeal,  Vice  President 
for  Business  Markets  Sales  and  Services  Systems  at 
WorldCom,  which  has  rolled  out  CRM  solutions  to 
several  business  units,  including  a  3,100-person 
deployment  to  its  Global  Accounts  sales  organization. 
McNeal  is  on  target  for  a  simple  but  often  overlooked 
reason:  Unless  you  solicit  and  act  on  end  user  input,  you 
run  the  risk  of  implementing  systems  that  confuse  and 
alienate  the  very  people  they  are  meant  to  help.  Rich 
Harkwell  is  Vice  President  of  Customer 
Experience  Solutions  for  Nexstar  Financial 
Corporation,  a  full  service  national  mortgage 
lender  that  provides  residential  loans  to 
employees  and  clients  of  major  corporations 
and  financial  service  organizations.  Nexstar 
recently  completed  an  effective  CRM  rollout. 
When  asked  what  lessons  he  drew  from  the 
experience,  Harkwell  replied,  “Rely  on  the 
invaluable  feedback  of  your  end  users — in 
this  case,  our  customer  care  representatives.  Once  you 
show  them  a  solution’s  vanilla  capabilities,  they  will  tell 
you  exactly  what  to  do  with  the  product  to  help  them 
improve  their  effectiveness.”  Take  this  lesson  to  heart: 
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Incorporate  the  knowledge  of  frontline  professionals  into 
your  system  design. 

In  interface  design,  for  example,  the  goal  is  to  make  the 
user  interface  as  intuitive  and  user-friendly  as  possible.  But 
the  only  people  who  can  tell  an  engineering  department 
what  is  intuitive  are  the  people  who  will  actually  be  using 
the  software.  This  is  why,  before  WorldCom  went  live 
with  its  Global  Accounts  call  center  solution,  IT  ran  a 
prototype  past  the  company’s  call  center  agents  and 
made  adjustments  to  the  screens  based  on  their 
recommendations.  The  result  was  a  better,  more  intuitive 
screen  design  and  a  high  level  of  user  acceptance.  Even 
when  the  modifications  made  in  response  to  user  input  are 
relatively  minor,  the  sense  of  ownership  generated  by  their 
involvement  can  significantly  boost  enthusiasm  for 
the  solution. 

8.  INVEST  IN  TRAINING  TO  EMPOWER  END  USERS. 

Providing  adequate  training  to  end  users  is  critical  to  the 
success  of  a  CRM  project.  Training  should  not  come  as  an 
afterthought.  Moreover,  training  should  not  merely  focus 
on  demonstrating  how  to  use  the  software’s  features  and 
functionality.  Instead,  training  should  teach  employees 
how  to  effectively  execute  the  business  processes  enabled 
by  the  CRM  system. 

Given  that  a  CRM  implementation  often  entails 
changes  to  a  company’s  business  processes,  end  user 
training  should  also  focus  on  “change  management.” 
Employees  need  to  understand  how  the  new  processes  and 
CRM  technology  will  help  the  company  better  serve 
customers.  If  employees  understand  how  the  system  will 
make  them  more  effective  in  the  long  run,  they  will  be  eager 
to  adapt.  But  to  garner  that  degree  of  employee  support  and 
buy-in,  the  organization  must  involve  end  users  from  the 
very  beginning — both  in  designing  the  CRM  solution  itself 
and  in  developing  the  associated  training. 


9.  USE  A  PHASED  ROLLOUT  SCHEDULE.  Most  successful 
CRM  projects  follow  a  phased  deployment  schedule:  Each 
phase  is  focused  on  a  specific  CRM  objective  and  is 
designed  to  produce  a  “quick  win” — that  is,  meaningful 
results  in  a  reasonable  amount  of  time  (typically  three  to 
four  months). 


Example  of  Phased 
Implementation 


Months 


In  a  phased  implementation,  each  successive 
phase  leverages  the  work  and  experience  from 
prior  phases,  so  that  each  phase  produces  a 
significant  business  impact  in  a  reasonably  short 
amount  of  time. 


Our  clients  typically  use  a  phased  deployment  where  the 
solution  is  deployed  to  a  targeted  user  audience.  The  targeted 
group  might  be  a  department  experiencing  a  specific  point  of 
pain  and  likely  to  see  quick  benefits  from  the  CRM  solution. 
It  might  be  a  department  that  is  highly  enthusiastic  about  the 
new  system  and  therefore  eager  to  put  it  to  use.  It  might  be  a 
functional  area  from  which  management  has  reason  to 
anticipate  the  quickest  rate  of  return,  or  an  area  that  could 
most  readily  profit  from  out-of-the-box  functionality.  Or  it 
might  be  some  combination  of  all  four. 
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A  quick  win  often  involves  deploying  an  out-of-the- 
box,  non-configured  implementation.  Australian 
communications  provider  Telstra,  for  example,  began  its 
eBusiness  rollout  with  outbound  calling  and  a  lean 
package  of  contact,  account,  and  opportunity  modules. 
Within  four  months,  employee  productivity  tripled.  By 
breaking  down  a  complex  project  into  more  easily 
manageable  “chunks”  that  produce  such  quick  wins,  a 
phased  approach  allows  project  leaders  to  generate 
enthusiasm  for  the  new  system. 

Phased  rollouts  also  provide  the  advantage  of  allowing 
you  to  learn  along  the  way.  They  enable  you  to  test  new 
ideas  in  a  low-risk  format,  to  incorporate  customer 
feedback  into  the  developing  design,  and  to  avoid 
repeating  errors  that  you  may  make  early  on.  At  Dow 
Chemical — which  has  rolled  out  a  multichannel  CRM 
solution  to  more  than  2,000  users — this  eBusiness 
philosophy  is  encapsulated  in  the  phrase  “Think  big,  start 
small,  and  scale  fast.” 

Phasing  should  not  be  confused  with  moving  back  a 
deadline.  Each  phase  of  a  multiphase  project  should  have 
its  own  tight  schedule,  so  that  the  overall  rollout  design 
still  hits  its  deadlines.  Most  of  our  deployments  finish  the 
initial  phase  in  one  quarter  and  finish  a  complete, 
multiphase  rollout  in  under  a  year.  We’ve  seen  initial 
deployments  completed  in  as  little  as  one  week.  No  rollout, 
if  properly  managed,  should  exceed  six  to  eight  quarters. 
And  the  ROI  ought  to  be  visible  even  earlier  than  that. 

10.  MEASURE,  MONITOR,  AND  TRACK.  Once  a  CRM 
system  goes  live,  the  organization  must  measure,  monitor, 
and  track  the  system’s  effectiveness,  with  an  eye  to 
continuously  improving  performance.  Companies  that 
gain  the  greatest  benefit  from  CRM  applications 
benchmark  their  business  processes  early  on,  identify  the 
performance  metrics  for  those  processes,  and  measure  how 
the  CRM  system  affects  those  metrics. 


Organizations  must  also  periodically  survey  their 
customers  to  determine  the  impact  of  the  CRM  solution 
on  customer  attitudes  and  behavior.  In  implementing 
customer  surveys,  use  an  independent  service.  Not  only 
will  such  outsourcing  leverage  specialized  skills  and  access 
to  industry  benchmarks,  but  you  will  be  more  likely  to 
secure  “unfiltered”  customer  responses  that  are 
more  reliable. 


Creating  a  CRM 
Feedback  Loop 


Measure, 
monitor, 
and  track 


Run 


Design 


Build 


By  measuring,  monitoring,  and  tracking  key  performance 
metrics,  an  organization  can  use  the  feedback  to 
continuously  refine  and  improve  its  CRM  effectiveness. 


Finally,  you  should  report  the  results  of  your 
monitoring  to  all  managers  and  personnel  that  have  a  stake 
in  your  CRM  system.  As  Tom  Siebel  states  in  his  new  book, 
Taking  Care  of  eBusiness,  “The  reporting  function  closes 
the  ‘feedback  loop’ — an  essential  feature  of  learning 
organizations — thereby  enabling  managers  and  frontline 
personnel  to  keep  close  watch  on  key  outcome  measures 
and  to  make  adjustments  as  necessary.  The  ability  to 
carefully  measure  how  well  the  eBusiness  system  is 
satisfying  customers — and  to  link  those  measurements  to 
specific  actions  and  processes — gives  the  organization  a 
sustainable  basis  for  competitive  advantage,  one  that  is 
very  difficult  for  competitors  to  duplicate.” 
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Can  CRM  deployments  be  complex?  Clearly,  yes.  They 
are  made  to  address  complex  business  problems.  But 
complexity  need  not  lead  to  failure.  On  the  contrary, 
organizations  that  select  the  appropriate  technology 
and  adhere  to  the  ten  critical  success  factors  described 
above  can  expect  significant  returns  from  their 
CRM  investments. 

Steve  Mankoff  is  Senior  Vice  President  of  Technical 
Services  at  Siebel  Systems.  Prior  to  joining  Siebel  Systems, 
Mr.  Mankoff  held  various  marketing,  product  marketing, 
and  sales  management  positions  in  the  high  technology 
industry.  He  has  an  MS  degree  in  Management  from  MIT 
Sloan  and  a  BS  in  Electrical  Engineering  from 
Brown  University. 

To  obtain  a  copy  of  the  Siebel  Systems  white  paper  on 
CRM  best  practices,  Siebel  Project  Implementation 
Benchmark,  please  call  1-888-465-9755,  visit  us  on  the  Web 
at  www.siebel.com/global/benchmark.asp,  or  to  request 
a  hard  copy  of  the  white  paper,  send  an  email 
to  sendinfo@siebel.com. 


eBusiness 


World  Headquarters 

Siebel  Systems,  Inc. 

2207  Bridgepointe  Parkway 
San  Mateo,  CA  94404 
United  States 


Asia  Pacific 

Siebel  Systems  Australia 
Level  1.  80  Pacific  Highway 
North  Sydney.  NSW  2060 
Australia 

Tel:  +61-2-9012-3100 
Fax:  +61-2-9012-3333 


Latin  America 

Av.  Nagoes  Unidas,  12.901 
20  andar  -  Torre  Norte 
04578-903  -  Sao  Paulo  -  SP 
Brazil 

Tel:  +55  11  5110  0500 
Fax:  +55  11  5110  0666 


www.siebel.com 


Tel:  800-647-4300 
Tel:  650-295-5000 
Fax:  650-295-5111 


Europe 

Siebel  Systems  UK  Limited 
Siebel  Centre 
The  Glanty 

Egham,  Surrey  TW20  9DW 
United  Kingdom 
Tel;  +44-0-1784-494900 
Fax:  +44-0-1784-494901 


Japan 

Siebel  Systems  Japan  K.K. 
Ebisu  Prime  Square 
1-1-39  Hiroo.  Shibuya-Ku. 
Tokyo  150-0012  Japan 
Tel:  +81-3-5464-7700 
Fax:  +81-3-5464-7702 


©1990-2001  Siebel  Systems.  Inc.  All  rights  reserved.  Siebel  and  the  Siebel  Systems  logo  are  trademarks  of  Siebel  Systems.  Inc.  and  may  be  registered  In  certain  jurisdictions. 
All  other  product  names,  marks,  logos,  and  symbols  may  be  trademarks  of  their  respective  owners. 


S 1 28 


(08/01) 


P  E  R  S 


P  E  C  T 


V  E 


I 

gBSm 

tl 

J? 

4, 

Jf 

j/r 

:  • 

October  14-16,  2001  The  Westin  Mission  Hills  Resort  Rancho  Mirage,  CA 


HOSTING  THE  25th 
CIO  PERSPECTIVES: 

Blue  Martini  Software 

Changepoint  Corporation 

Citrix  Systems,  Inc. 

E.piphany,  Inc. 

FiPass 

Information  Builders,  Inc. 
Intel  Corporation 
Intel  Online  Services,  Inc. 
Kintana 

Kyocera  Mita  America,  Inc. 

Legato  Systems,  Inc. 

Lockheed  Martin  Global 
Telecommunications 

NetScout  Systems,  Inc. 

Pacific  Edge  Software 

Symantec  Corporation 

Totality 

USinternetworking,  Inc. 
Wheelhouse  Corporation 


DIFFERENT 


GETTING  ALIGNMENT  RIGHT 


TIMES  OF  ECONOMIC  UNCERTAINTY  are  also  times  of  great  oppor¬ 
tunity.  They  force  us  to  rethink  our  strategies  and  visions,  to  re-examine  how  we  deploy  our 
resources,  and  to  jettison  marginal  areas  of  the  business  and  focus  on  those  contributing  most  to 
the  bottom  line.  It's  often  during  this  rethinking  process  that  we  hit  upon  new  ways  of  working 
together  that  in  turn  create  imaginative,  breakthrough  models. 


For  more  information, 
call  800  366-0246, 
or  visit  our  Web 
site  at  www.do.com/ 
conferences. 


Success  will  only  come  when  different  voices  embrace  shared  visions.  These  efforts  require  solid 
strategies,  clear  prioritization,  the  understanding  and  buy-in  from  traditional  and  e-business  units, 
and  the  right  infrastructure  and  resources  in  place  to  support  it  all. 


DIFFERENT  VOICES/SHARED  VISIONS:  GETTING  ALIGNMENT 

RIGHT,  October  1 4  -  16,  2001  at  The  Westin  Mission  Hills  Resort  in  Rancho  Mirage,  CA,  lets 
senior  technology  and  business  executives  strengthen  the  bonds  between  them  and  share  new 
approaches.  Our  presenters  are  drawn  from  the  ranks  of  senior  executives  who  are  finding  new 
ways  of  energizing  and  mobilizing  IT  and  business  units.  They  are  forming  shared  visions  that  cre¬ 
ate  new  value,  a  higher  ROI,  and  more  strategic  deployment  of  technology. 

This  October  also  marks  a  special  milestone:  our  25th  CIO  Perspectives®  conference.  Do  plan  to 
join  us,  and  add  your  voice  to  the  vision. 


Sunday,  October  14 

8:30  AM  -  1:30  PM 

2:00  PM  -  5:00  PM 
6:00  PM  -  8:00  PM 
8:00  PM  -  10:00  PM 

Monday,  October  15 


7:15  AM  -  8:15  AM 
8:15  AM  -  8:30  AM 


SUNDAY,  OCTOBER  14  -  TUESDAY,  OCTOBER  1  6,  2001 


Golf  Tournament  at  the  Gary  Player  Course 

Hosted  by  Lockheed  Martin  Global  Telecommunications 

Registration 
Welcome  Reception 

Evening  @  The  Improv 

Hosted  by  Information  Builders,  Inc. 

Back  by  popular  demand!  Information  Builders  again  treats  us  to  an  evening  of  hilarity  with  performers 
from  the  world-famous  Improv  Comedy  Club  in  LA. 


Breakfast  &  Informal  Roundtable  Discussions 

Welcome  &  Opening  Remarks 
Gary  Beach 

Group  Publisher 
CXO  Media  Inc. 

Aligning  Clicks  and  Bricks  Strategies 
Moderator:  Dr.  Jim  Wetherbe 

Professor  of  IT,  Texas  Tech  University 

Organizations  are  having  to  make  critical,  strategic  decisions  on  how  to  position  their  Internet  strategies 
with  their  traditional  brick  and  mortar  business.  Similarly,  organizations  that  were  primarily  Internet  busi¬ 
nesses  are  having  to  grapple  with  brick  and  mortar  support  strategies.  The  most  important  issue  is  how 
and  why  customers  are  choosing  between  click  versus  brick  as  they  make  purchases.  Wetherbe  presents 
research  results  from  the  newly-founded  Institute  for  Internet  Buyer  Behavior  to  help  organizations  align 
their  click  efforts  with  their  brick  efforts  to  achieve  the  best  results  from  the  marketplace. 

Developing  Relationships  that  Grow  the  Business 
J.  Brian  Ferguson 

President,  Chemicals  Group,  Eastman  Chemical  Company 

Roger  K.  Mowen 

Vice  President,  Global  Customer  Services  Group  and  CIO,  Eastman  Chemical  Company 
Eastman  Chemical  Company  has  undergone  a  transformation  -  changing  the  way  it  and  the  chemical  indus¬ 
try  does  business.  With  a  four-point  e-business  strategy  as  its  guide,  the  company  has  implemented,  and 
invested  in,  new  technologies  and  Internet  capabilities  designed  with  one  purpose  in  mind  -  make  it  eas¬ 
ier  for  customers  to  do  business  with  Eastman.  This  transformation  did  not  happen  overnight.  It  took 
vision,  commitment  and  leadership  from  the  CEO  down  to  managers  at  the  operational  level.  Brian 
Ferguson  and  Roger  Mowen  discuss  the  company’s  e-business  strategy  and  how  they  worked  together  to 
achieve  a  common  goal  -  turn  an  old-line  chemical  company  into  a  quick,  nimble  e-business  leader  com¬ 
mitted  to  the  needs  of  its  customers. 


Business  &  Technology:  A  Strategy  for  Staying  in  Sync 
Andrea  Anania 

Senior  Vice  President  and  CIO,  Cigna  Corp. 

Today’s  fast-paced  e-business  marketplace  has  made  it  more  important  than  ever  for  business  and  technolo¬ 
gy  leaders  to  be  on  the  same  page  when  it  comes  to  investing  in  and  using  technology  to  achieve  business 
objectives.  This  presentation  describes  a  smart  strategy  for  ensuring  that  all  the  business  and  technology 
basics  are  covered  while  exploiting  everything  e-commerce  has  to  offer  today’s  evolving  companies. 


gSBHMBi 


Coffee  Break  11:00  AM  -  11:30  AM 
Business  Briefings/Case  Studies  11:30  AM  -  12:15  PM 
Business  Briefings/Case  Studies  12:25  PM  -  1:10  PM 


Working  Lunch 
Dr.  Rick  Brinkman 

Co-author:  Dealing  With  People  You  Can’t  Stand  -  How  to  Bring  Out  the  Best  in  People  at  Their  Worst 
Do  you  work  with  people  who  waffle  about  decisions?  Or  who  try  to  intimidate  you?  Or  who  constantly  say 
“That  won’t  work,”  or  “It’s  not  my  fault?”  Dr.  Rick  uses  both  wit  and  wisdom  to  identify  the  ten  types  of  dif¬ 
ficult  people  we  all  have  to  deal  with  -  and  shares  proven  strategies  for  getting  positive  results  from  these  hard- 
to-handle  colleagues.  (Will  you  recognize  your  CEO,  CFO,  VP  of  Human  Resources  -  or  even  yourself?) 


1:15  PM  -  2:45  PM 


Business  Briefings/Case  Studies  2:45  PM  -  3:30  PM 


Where  Should  eCommerce  Live  within  the  Hierarchy  of  an  Enterprise? 

Janey  A.  Place,  PhD 

Executive  Vice  President,  eCommerce  Strategy,  Mellon  Financial  Corp. 
CTOs  and  CIOs  are  being  charged  with  making  costly  and  critical  business  decisions,  but  where  is  the 
majority  of  the  value  being  added  and  what  strategies  will  maximize  that  value?  How  can  organizations 
balance  IT  expertise  and  business  expertise  in  developing  an  e-commerce  strategy  and  what  role  does  the 
IT  department  play  in  that?  With  IT  departments  as  large  as  2700  people,  how  do  you  get  everyone  to 
understand,  accept  and  begin  acting  in  a  new  role  with  the  speed  that  is  now  required  by  customers? 

Co-evolving  Business  &  IT  Strategies 

Robert  M.  Cohen 

Vice  President,  Information  Services  and  CIO,  AstraZeneca 

James  Pusey,  MD 
Vice  President,  Marketing,  AstraZeneca 

Often  in  IT,  we  speak  of  aligning  IT  strategy  with  business  strategy.  While  alignment  is  important,  one  of 
the  most  successful  IT  strategies  is  defined  when  IT  and  business  strategy  mutually  shape  each  other.  Cohen 
and  Pusey  discuss  the  difference  between  strategy  alignment  and  co-evolved  strategy,  the  process  for  get¬ 
ting  there,  the  prerequisites,  the  benefits,  and  personal  experiences  of  lessons  learned  and  successes. 


3:30  PM  -  4:30  PM 


4:30  PM  -  5:30  PM 


Networking  Reception  5:30  PM  -  7:00  PM 
Hospitalities  7:00  PM  -  1 1:00  PM 

Tuesday,  October  16 

Breakfast  &  Informal  Roundtable  Discussions  7:30  AM  -  8:15  AM 


Day  Two  Welcome 
Moderator:  Dr.  Jim  Wetherbe 


8:15  AM -8:30  AM 


Winning  the  Talent  Wars  8:30  AM  -  9:30  AM 
Bruce  Tulgan 

Founder,  RainmakerThinking 

There’s  been  a  fundamental  shift  in  the  employer-employee  relationship:  from  the  rigid,  pay-your-dues  and 
climb  up  the  ladder  model  to  the  fast-moving,  increasingly  efficient  free  market  for  talent.  Tulgan  shares 
knowledge  gleaned  from  in-depth  and  ongoing  research  on  new  attitudes  of  today’s  workforce,  and  talks 
about  innovative  solutions  to  align  the  work  we  need  to  get  done  with  the  new  models. 

I  I  H|  Hflll  Z. 
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SUNDAY,  OCTOBER  14  -  TUESDAY,  OCTOBER  16,  2001 

Tuesday,  October  16  (continued) 

Best  Practices  Exchange  Panel:  Getting  It  Right 
Moderator:  Martha  Heller 

Executive  Web  Editor,  CIO  Magazine 
Panelists:  Mark  West 

CIO,  Electronic  Arts 

Mike  Anderson 

CIO,  The  BISYS  Group 

Paul  Ingevaldson 

Senior  Vice  President  of  International  and  Technology,  Ace  Hardware 
It  is  easy  to  talk  about  alignment  in  general  terms,  but  where  do  you  start?  Drawn  from  the  CIO  Best 
Practice  Exchange,  a  private  online  network  of  senior  IT  executives,  this  panel  of  CIOs  will  discuss  the 
real  stuff  of  CIO/CEO  collaboration  —  the  tools,  metrics,  methods,  and  documents  it  takes  to  achieve  true 
IT  alignment.  Moderated  by  Martha  Heller,  director  of  the  Exchange. 


10:30  AM  - 

11:00 

AM 

11:00  AM  - 

11:45 

AM 

11:55  AM  - 

12:40 

PM 

12:45 

PM 

-  1:45 

PM 

1:45 

PM 

-  2:30 

PM 

2:30 

PM 

-3:45 

PM 

Coffee  Break 

Business  Briefings/Case  Studies 
Business  Briefings/Case  Studies 
Networking  Lunch 

Dessert  &  Host  Displays  and  Networking 

Special  Address:  Leading  at  the  Edge 
Dennis  N.T.  Perkins,  PhD 

President,  The  Syncretics  Group 

In  the  chronicles  of  extraordinary  adventures  and  against-the-odds  survival  stories,  nothing  compares  to 
that  of  Sir  Ernest  Shackleton  and  his  team  of  Antarctic  explorers.  Stranded  in  the  frozen  sea  for  nearly 
two  years,  the  team  endured  extreme  temperatures,  hazardous  ice,  dwindling  food,  complete  isolation, 
and  perpetual  blackness.  Perkins,  author  of  Leading  at  the  Edge:  Leadership  Lessons  from  the  Extraordinary  Saga  of 
Shackleton’s  Antarctic  Expedition,  shares  what  voices  from  the  past  can  teach  us  about  a  group  that  remained 
cohesive,  congenial,  and  mercifully  alive  despite  seemingly  insurmountable  obstacles. 


3:45  PM  -  5:30  PM 


Closing  Keynote:  Strategies  for  Creating  New  Growth  Businesses 
Clayton  Christensen 

Author:  The  Innovator’s  Dilemma:  When  New  Technologies  Cause  Great  Firms  to  Fail 

In  The  Innovator’s  Dilemma,  Christensen  discussed  why  some  companies  fail  or  stumble  when  confronted 
with  changes  in  technology  or  markets.  What  he  found  was  that  classically  well-managed  companies  often 
do  not  respond  to  important  changes  in  technologies  and  markets.  They  listen  very  attentively  to  their 
customers’  needs,  watch  their  competitors  closely,  invest  aggressively  in  those  new  products  and  services 
that  promise  the  highest  profitability  -  but  fail  to  see  what  in  fact  could  kill  them.  Christensen  discusses 
how  companies  that  introduced  disruptive  technologies  toppled  the  industry  leaders,  the  patterns  and 
strategies  these  companies  developed  that  helped  them  achieve  a  higher  probability  of  success,  and  what 
he  has  learned  that  can  help  you  topple  the  leaders  in  targeted  industries  today. 


5:30  PM  -  7:00  PM 
7:30  PM  -  9:30  PM 
9:30  PM  -  11:30  PM 


Special  Reception  with  Dennis  Perkins  &  Clayton  Christensen 

The  CIO  Harvest  Moon  Dinner 

Hospitality 


PE RSPECTIVES 


BLUE  MARTINI  SOFTWARE 

Blue  Martini  Software  offers  external  CRM  (eCRM)  applications  that  enable  companies  to  increase  revenue 
opportunities,  reduce  costs  and  drive  profitable  interactions  with  customers  and  business  partners.  Blue 
Martini  applications  help  companies  understand,  target  and  interact  across  multiple  touch  points,  includ¬ 
ing  call  centers,  websites,  e-mail,  mobile  wireless  devices  and  online  marketplaces.  Blue  Martini  Software 
customers  are  global  leaders  that  span  markets,  including  manufacturing,  pharmaceuticals,  consumer  goods, 
grocery,  retail,  higher  education,  high  technology  and  financial  services,  www.bluemartini.com 

CHANGEPOINT  CORPORATION 

Changepoint  Corporation  was  established  in  1993.  By  providing  the  most  complete  business  process  automa¬ 
tion  software  available  on  the  market  today,  Changepoint  Corporation  enables  technology  services  organiza¬ 
tions  and  corporate  IT  departments  to  manage  their  people,  projects  and  budgets  more  efficiently  by 
automating  and  streamlining  the  core  processes  of  technology  service  delivery.  Changepoint  has  been  proven 
to  increase  revenues  and  reduce  the  costs  associated  with  service  delivery,  driving  improved  business  per¬ 
formance  and  profitability  for  technology  services  organizations  around  the  world,  www.changepoint.com 

CITRIX  SYSTEMS,  INC. 

Citrix  Systems,  Inc.  is  a  global  leader  in  application  server  and  portal  software  products  and  services  that 
allow  IT  professionals  to  extend  the  virtual  workplace  to  end  users  everywhere.  Citrix  solutions  enable 
companies  to  operate  more  productively  and  profitably  by  leveraging  their  existing  IT  infrastructure  and 
operating  budgets  to  deliver  personalized  applications  and  content  that  can  be  accessed  from  any  device, 
anywhere,  over  any  network  connection.  Additionally,  Citrix  portal  products  help  companies  extend  the 
virtual  workplace  and  expand  e-business  opportunities  with  partners,  customers,  suppliers  and  employees. 
Citrix  is  headquartered  in  Fort  Lauderdale,  FL.  www.citrix.com 

E.PIPHANY,  INC. 

E.piphany  is  a  leading  provider  of  enterprise  customer  relationship  management  software  for  the  Customer 
Economy.  By  providing  an  integrated  suite  of  software  solutions,  the  E.piphany  E.5™  solution  blends  web- 
based  analytic  and  operational  CRM  to  unify  all  inbound  and  outbound  marketing,  sales  and  service  cus¬ 
tomer  interactions.  E.piphany  E.5  enables  a  single,  enterprise-wide  view  of  each  customer  to  help  global 
businesses  better  understand  and  proactively  serve  customers  in  real  time.  With  worldwide  headquarters 
in  San  Mateo,  California,  E.piphany  has  regional  operations  and  offices  throughout  North  America,  Europe 
and  Asia  Pacific,  www.epiphany.com 

FI  PASS 

FiPass  is  an  authentication  management  service,  specializing  in  providing  strong  two-factor  authentication, 
i.e.,  online  identity  verification.  Our  mission  is  to  grow  our  universal  platform  for  verifying  the  identity  of 
anyone,  anywhere,  across  multiple  Web  sites  with  a  single  hardware  token.  The  platform  is  seamlessly  inte¬ 
grated  into  a  site’s  existing  security  systems,  thereby  hardening  those  systems  rather  than  replacing  them. 
Organizations  that  offer  FiPass  become  part  of  the  growing  community  of  “FiPass  Secured  Sites.”  FiPass  is 
a  division  of  FiPoint,  Inc.  located  in  Newburyport,  MA.  For  more  information  visit  the  FiPass  Web  site  at 
www.fipass.com. 

INFORMATION  BUILDERS,  INC. 

Information  Builders,  one  of  the  largest  independent  software  companies  in  the  world,  works  with  g2  of 
the  Fortune  100  and  with  other  leading  organizations  everywhere.  We  are  committed  to  customer  success, 
providing  Web-based  business  intelligence  that  turns  data  into  real-time  information  anytime,  anywhere. 
Our  solutions  are  designed  to  be  easy  to  use  for  all  types  of  people,  efficient  to  deploy  throughout  the 
enterprise,  and  immediately  scalable  to  meet  an  infinite  demand  from  employees,  managers,  partners,  and 
customers,  www.ibi.com 
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INTEL  CORPORATION 

For  over  three  decades,  Intel  Corporation  has  developed  technology  enabling  the  computer  and  Internet 
revolution  that  has  changed  the  world.  Intel  is  at  the  forefront  as  a  primary  building  block  supplier  for  the 
Internet  economy  Today,  companies  incorporate  Intel  architecture-based  solutions  across  their  connected 
business  and  IT  environments  to  create  successful  e-business  infrastructures:  from  Internet  servers  to  data 
center  systems,  desktops  to  workstations,  and  laptops  to  network  PCs  and  online  services.  For  more  infor¬ 
mation  on  Intel  and  its  role  in  e-business,  visit  us  on  the  Web  at  www.intel.com/ebusiness. 

INTEL  ONLINE  SERVICES,  INC. 

Intel  Online  Services,  Inc.  provides  global  Web  services  that  manage  the  complexities  of  e-business  com¬ 
puting.  We  focus  on  delivering  a  better  overall  customer  experience  by  combining  integrated  technologies 
and  proven  processes  to  provide  services  with  built-in  reliability,  scalability  and  optimal  performance.  We 
offer  a  broad  spectrum  of  services,  including  managed  Web  hosting,  database  hosting,  application  hosting, 
caching  and  streaming  media,  backup  and  recovery,  scalable  data  storage,  and  global  service  delivery  and 
load  balancing.  Visit  www.intelonlineservices.com, 

KINTANA 

Kintana  has  created  the  first  enterprise  application  for  Technology  Chain  Management,  helping  IT  organi¬ 
zations  work  faster  and  smarter  while  saving  money.  Kintana’s  comprehensive  solution  manages,  automates, 
and  provides  360'degree  visibility  and  control  over  all  IT  processes,  improving  productivity  while  reduc¬ 
ing  risk,  time-to-market,  and  cost.  Kintana  estimates  that  a  complete  implementation  of  its  solution  can 
reduce  a  company’s  overall  IT  costs  10  to  25  percent.  Cisco,  Credit  Suisse,  Ford,  and  GE  are  among  Kintana’s 
250+  customers,  www.kintana.com 

KYOCERA  MITA  AMERICA,  INC. 

Kyocera  Mita  America,  Inc.,  is  a  leader  in  digital  document  imaging.  As  part  of  the  $13  billion  Kyocera 
Corporation,  KMA  is  known  for  developing  economical,  ecologically  sound  print  engines,  state  of  the  art 
controllers  and  network  tools  plus  years  of  innovation  in  copier  technologies,  paper  handling  and  manu¬ 
facturing  experience.  The  product  line  includes  network  ready  computer  connectable  digital  printers, 
printer/copiers,  color  printer/copiers,  multifunctional  and  wide  format  imaging  solutions.  For  more  infor¬ 
mation,  visit  www.kyoceramita.com, 

LEGATO  SYSTEMS,  INC. 

Legato  Systems,  Inc.  (Nasdaq:  LGTO),  the  award-winning  software  innovator,  specializes  in  providing  its 
customers  with  a  seamless  approach  for  protecting,  moving  and  making  available  business-critical  com¬ 
pany  information.  Legato  pioneered  the  industry  standard  for  storage  management  software  products. 
More  than  10,000  customers  and  65,000  licenses  worldwide,  including  Fortune  1000  companies,  utilize 
Legato’s  software  products  and  services.  Headquartered  in  Mountain  View,  CA,  Legato  has  an  established 
global  presence  with  offices  in  23  countries  to  fully  serve  its  customers.  For  more  information  go  to 
www.legato.com, 

LOCKHEED  MARTIN  GLOBAL  TELECOMMUNICATIONS 

Lockheed  Martin  Global  Telecommunications  (LMGT)  offers  integrated  IT  and  telecom  solutions  to 
enable  our  clients  to  realize  their  business  objectives  through  more  efficient  and  productive  operations. 
Built  on  a  foundation  of  experience  with  our  Fortune  1000  client  base,  we  offer  proven  solutions  tailored 
to  the  commercial  marketplace  including  the  manufacturing,  finance  and  telecommunications  industries. 
LMGT  provides  information  systems  and  technology  solutions  that  give  clients  the  knowledge  and 
expertise  needed  to  build  and  take  ownership  of  flexible,  next-generation  systems  and  applications. 
www.lmgt.com 
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NETSCOUT  SYSTEMS,  INC. 

NetScout  Systems,  Inc.,  the  leader  in  network  performance  management,  maximizes  the  performance  of 
networks  and  organizations  by  giving  them  unparalleled  visibility  into  and  control  of  networks  anytime 
and  anywhere.  NetScout’s  nGenius  Performance  Management  System™  offers  advanced  monitoring  and 
reporting  suites  that  draw  on  rich  performance  data  generated  by  NetScout’s  real-time,  application-aware 
probes  and  other  data  sources.  The  nGenius  System  helps  organizations  get  the  most  from  their  infra¬ 
structure  investments  by  optimizing  network  peiformance,  application  availability  and  content  delivery. 
Visit  us  at  www.netscout.com, 

PACIFIC  EDGE  SOFTWARE 

Pacific  Edge  Software  is  a  leading  supplier  of  project  portfolio  management  solutions  for  Global  1000  com¬ 
panies.  Through  technology  innovation,  flexible  solutions  and  commitment  to  customers,  Pacific  Edge 
brings  clarity  and  visibility  to  an  organization's  entire  portfolio  of  project-driven  initiatives.  Solutions  from 
Pacific  Edge  support  the  continuous  process  of  balancing  the  portfolio  to  expected  growth  and  the  align¬ 
ment  of  projects  with  business  strategy.  Customers  include  industry  leaders  such  as  Alcon,  Costco,  Dell, 
Johnson  &  Johnson  and  Merrill  Lynch,  www.pacificedge.com 

SYMANTEC  CORPORATION 

Symantec,  a  world  leader  in  Internet  security  technology,  provides  a  broad  range  of  content  and  network 
security  solutions  to  individuals  and  enterprises.  The  company  is  a  leading  provider  of  virus  protection, 
risk  management,  Internet  content  and  e-mail  filtering,  remote  management  and  mobile  code  detection  tech¬ 
nologies  to  customers.  Headquartered  in  Cupertino,  Calif.,  Symantec  has  worldwide  operations  in  more 
than  33  countries,  www.symantec.com 

TOTALITY 

Totality  provides  infrastructure  development  and  ongoing  site  operations  and  management  services  for 
Fortune  2000  e-businesses.  Totality’s  Application  and  Infrastructure  Management  (AIM)  offering  is  a  com¬ 
plete  outsourced  solution  that  helps  customers  increase  both  financial  and  technical  control  over  their  site 
while  providing  guarantees  on  uptime,  exceptional  performance  and  security.  Totality  combines  deep 
expertise  in  a  variety  of  technologies,  robust  operational  processes  and  service  automation  to  deliver  a  high 
quality  of  service  at  35-40%  lower  operational  costs.  WWW.totallty.com 

USINTERNETWORKING,  INC. 

As  the  worldwide  ASP  market  leader,  USi  has  defined  the  standard  for  delivering  business  automation  solu¬ 
tions  as  a  fully  managed  service.  For  over  three  years,  USi  has  demonstrated  that  organizations  can  get  the 
enterprise  applications  and  eBusiness  solutions  they  need  while  dramatically  improving  their  ROI  and  TCO 
results.  USi  has  partnered  with  software  companies  that  offer  the  most  advanced  tools  for  improving  busi¬ 
ness  processes,  including  PeopleSoft  and  Lawson  for  ERP,  Siebel  Systems  for  CRM,  Microsoft  for  Messaging 
and  Collaboration,  Ariba  for  eProcurement,  and  Microsoft  and  BroadVision  for  eCommerce.  www.usi.com 

WHEELHOUSE  CORPORATION 

Wheelhouse  Corporation  is  a  CRM  infrastructure  provider  that  enables  strategic  innovation  in  customer  inter¬ 
action.  The  company  helps  clients  build,  optimize  and  manage  analytic  CRM  solutions.  Using  the  company’s 
fiber-linked  applications  management  center  (AMC),  cross-trained  Wheelhouse  consulting  teams  bring  real- 
world  experience  to  client  engagements  and  rapidly  deliver  practical  solutions  designed  to  meet  customers’ 
specific  business  needs.  After  deployment,  AMC  staff  remotely  manage,  apply  and  extend  these  solutions  for 
optimized  marketing  performance.  For  more  information  visit  www.wheelhouse.com  or  call  781  505-3000. 
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October  14-16,  2001  The  Westin  Mission  Hills  Resort  Rancho  Mirage,  CA 


□  I  won't  be  able  to  attend,  but  please  keep  me  updated  on  future 
CIO  events. 


NAME 

TITLE 

COMPANY 

ADDRESS 

MAIL  STOP 

CITY 

STATE  ZIP  CODE 

PHONE 

FAX 

E-MAIL 

COMPANY  WEB  SITE  ADDRESS 

If  this  is  your  first  CIO  conference, 
your  business  card  is  required 
to  process  your  registration. 


ROBS2 


WHAT  IS  YOUR  INDUSTRY? 


WHAT  ARE  YOUR  ORGANIZATION'S  ANNUAL  REVENUES  OR  ASSETS? 


WHAT  IS  YOUR  ANNUAL  IT  BUDGET? 


YOUR  NAME  AS  YOU  WANT  IT  TO  APPEAR  ON  YOUR  BADGE 


NAME  OF  COMPANION  (IF  PARTICIPATING  IN  COMPANION  PROGRAM) 

□  I  AM  NOT  STAYING  AT  THE  WESTIN  MISSION  HILLS  RESORT. 

NAME  OF  ALTERNATE  HOTEL _ 

HOTEL  ACCOMMODATIONS 

We  urge  you  to  make  your  reservations  early  by  calling  the  hotel  between 
8am  -  5pm  PST  at  760  328-5955  and  identifying  yourself  as  part  of  the  CIO 
conference  to  receive  the  conference  rate.  CIO  will  make  hotel  reserva¬ 
tions  for  government/military  participants  only.  Be  sure  to  guarantee 
your  room  with  a  credit  card,  as  all  unreserved  or  unguaranteed  rooms  will 
be  released  on  Sept.  21, 2001.  Hotel  reservations,  cancellations  and 
charges  are  your  responsibility.  If  a  CIO  conference  Enrollment  Form  is  not 
received  within  48  hours  of  making  your  hotel  reservation,  your  room  will 
be  released  from  the  CIO  room  block. 

ENROLLMENT  FEES 

All  enrollment  fees  must  be  paid  in  advance  of  the  meeting.  Fee 

includes  conference  sessions,  business  briefings,  Corporate  Host  displays, 
conference  materials  and  scheduled  meals,  receptions  and  entertainment. 
Transportation,  hotel  and  recreation  are  your  responsibility.  Please  note 
that  submission  of  this  enrollment  form  to  CIO  obligates  the 
attendee/sender  for  the  enrollment  fee. 

CANCELLATION 

All  cancellations  or  substitutions  must  be  made  in  writing.  You  may 

cancel  your  conference  or  companion  enrollment  up  to  Sept.  14,  2001 
without  penalty.  A  $350  administration  fee  will  be  imposed  for  cancellations 
between  Sept.  15  -  Sept.  28,  2001 .  No  refund  or  credit  will  be  given  for 
cancellations  after  September  28,  2001  or  for  no  shows.  You  may  send  a 
substitute  in  your  place.  CIO  reserves  the  right  to  decline  enrollment  to  any 
registrant.  All  cancellations  must  be  received  in  writing. 


CHECK  ALL  THAT  APPLY: 

ENROLLMENT  FEES: 

O  IT  PRACTITIONER/EXECUTIVE  =  $2,680 

This  fee  applies  if  you  are  a  CIO,  IS  executive  or  hold  another 
executive  position  other  than  those  listed  below. 

O  GOVERNMENT/MILITARY  =  $3,000 

This  fee  includes  your  hotel  for  three  nights.  Do  not  make  your  hotel 
reservations,  CIO  will  make  them  for  you. 

Arrival  Date _  Departure  date _ 

□  SALES/MARKETING/CONSULTING  =  $10,000 

This  fee  applies  if  you  hold  a  sales,  marketing,  new  business  develop¬ 
ment  or  consulting  position,  including  executive  management  of  IT 
vendor  and  consulting  companies.  This  fee  is  payable  by  company 
check  only.  CIO  will  make  the  final  determination  of  this  category. 

□  COMPANION  PROGRAM  =  $350 

Companions  must  be  enrolled  in  this  program  to  attend  any 
conference-related  functions  including  all  scheduled  meals, 
receptions,  entertainment,  companion  breakfast,  and  planned 
companion  activities.  Conference  session  attendance  is  not  included. 


PAYMENT 

O  Check  enclosed,  mail  to:  Executive  Programs,  CXO  Media  Inc., 

Box  D3620,  Boston,  MA  02241-3620. 

□  P.O.# 

(A  complete  Purchase  Order  must  be  submitted  within  10  days) 

□  AMEX  □  Visa  □  MC  Exp.  _  f 

□  Credit  Card  # _  fj 

a 

n 

Signature  _ 


PERSPECTIVES 


To  enroll,  CALL  800  366-0246,  visit  our  WEB  SITE  at 
www.cio.com/conferences  or  FAX  us  at  508  879-7720. 
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That  Syncing  Feeling 

New  technologies  help  devices  stay  in  the  know  by  preston  gralla 


Edited  by  Christopher 
Lindquist.  Send  your 
thoughts  and  ideas 
for  future  columns  to 
et@cio.com. 


LAST  CHRISTMAS  a  major  oil  company  gave 
out  3,000  Palm  and  other  handheld  devices  to 
its  employees  as  gifts.  It  was  a  nice  gesture,  but 
the  IT  department  paid  the  price  a  few  weeks 
later  when  word  came  down  from  upper  man¬ 
agement  to  integrate  those  devices  and  all  the 


data  on  them  into  the  company’s  core  business. 

Welcome  to  the  brave  new  world  of  device 
and  data  synchronization,  the  critical  task  of 
seamlessly  updating  data  across  multiple  devices. 
Here,  everything  from  personal  digital  assistants 
(PDAs) — such  as  Palms  and  Compaq  iPAQ 


Enterprise  data  sync. ..Voice  over  IP. ..Bluetooth. ..Future  technologies 


www.cio.com 
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Handhelds — to  cell  phones  and  BlackBerry 
two-way  e-mail  devices  slips  through  the 
corporate  back  door  or  strolls  in  the  front. 

“It’s  like  in  the  early  days  of  the  PC,” 
when  users  snuck  PCs  into  corporations, 
creating  islands  of  computing  cut  off  from 
the  mainstream  of  corporate  data,  says  Pete 
Grillo,  director  of  synchronization  services 
with  Palm.  And  once  again,  CIOs  face  the 


is  designed  more  for  individual  syncing 
than  for  sharing  corporate  data. 

For  a  more  robust  approach,  some  users 
sync  through  Web-based  portals  or  appli¬ 
cation  service  providers  (ASPs)  such  as 
fusionOne  (www.fusionone.com),  WeSync. 
com  (www.wesync.com)  or  Yahoo’s  calen¬ 
dar  (calendar.yaboo.com).  This  approach 
has  several  advantages  over  software-based 


CIOs  face  the  daunting  problem  of 
bringing  unauthorized  PDAs  and 
handheld  devices  into  the  fold. 


daunting  problem  of  bringing  those  unau¬ 
thorized  purchases  into  the  fold,  says  Tim 
Scannell,  an  analyst  with  the  Mountain 
View,  Calif.-based  Mobile  Insights  research 
and  consulting  group.  That  means  finding 
ways  to  synchronize  corporate  and  per¬ 
sonal  data  (contact  information,  to-do  lists, 
personal  calendars  and  similar  informa¬ 
tion)  among  the  disparate  pieces  of  hard¬ 
ware  and  technologies. 

Three  Ways  to  Sync 

Generally,  there  are  three  ways  that  port¬ 
able  devices  synchronize  their  data — dir¬ 
ectly  with  an  individual  PC  using  built-in 
or  add-on  software,  via  a  Web  portal  and 
using  enterprise-level  software  that  syn¬ 
chronizes  not  just  personal  information 
but  enterprise  data  as  well. 

The  most  common  is  individual  syn¬ 
chronization,  in  which  the  device  connects 
directly  to  and  synchronizes  with  its  owner’s 
data  on  a  PC.  PDAs  come  with  this  capa¬ 
bility,  but  that  synchronization  is  often  lim¬ 
ited.  For  example,  there’s  no  way  to  syn¬ 
chronize  Lotus  Notes  with  a  Palm  device 
using  Palm’s  built-in  software. 

Being  unable  to  synchronize  explains 
the  need  for  add-in  software,  such  as 
Pumatech’s  Intellisync,  which  lets  individu¬ 
als  synchronize  with  Notes  as  well  as 
Novell  GroupWise  and  other  applications. 
But  Intellisync,  and  other  software  like  it, 


syncing.  For  example,  portals  can  sync  all  of 
a  person’s  devices — desktop  and  laptop 
PCs,  PDA  and  cell  phones — whereas  soft¬ 
ware  usually  supports  a  limited  menu  of 
devices.  Some  ASPs,  such  as  the  Palm- 
owned  WeSync.com,  lets  several  people 
share  calendars  with  each  other. 

But  while  it  may  be  convenient  for  peo¬ 
ple  to  sync  data  with  their  own  devices  or 
share  their  calendars  with  others,  those 
connections  still  don’t  do  much  for  an 
entire  organization.  They  don’t,  for  in¬ 
stance,  allow  people  to  tap  in  to  sales-force 
automation  or  CRM  systems  remotely  and 
synchronize  that  vital  data  with  their  port¬ 
able  devices  from  the  road. 

“Few  of  these  devices  are  being  used  as 
corporate  enterprise  resources... right  now 
there’s  very  little  mission-critical  informa¬ 
tion  on  them,”  says  Scannell,  because  it’s 
so  difficult  to  synchronize  the  personal 
data  commonly  found  on  them  with  the 
enterprise  data  found  on  corporate  servers 
and  databases. 

The  enterprise  space  is  where  the  third 
type  of  synchronization — and  the  most 
important  one — comes  into  play. 

Vendors  are  rushing  to  provide  tools 
that  forge  a  link  between  PDAs  and  enter¬ 
prise  applications.  Coola  offers  its  Inter¬ 
change  middleware  platform  that  lets 
companies  build  systems  to  transfer  data 
and  applications  between  mobile  devices. 


Peerless  Storage 

Iomega  has  unveiled  its  latest 
portable  mass-storage  product. 
The  Peerless  drive  system  lets 
users  quickly  attach  10GB  and 
20GB  removable-cartridge 
drives  to  their  systems  via  a 
variety  of  interfaces.  The  system 
consists  of  a  removable  disk  and 
a  base  that  accepts  a  variety  of 
interface  modules.  At  press 
time,  the  Macintosh  Firewire  and 
the  Windows  USB  and  FireWire 
versions  were  available.  Other 
modules,  including  USB  2.0,  are 
in  the  works  and  due  out  next 
year.  Pricing  begins  at  $359.95 
for  a  10GB  bundle  that  includes 
the  base,  a  10GB  disk  and  a 
USB  interface.  Retail  pricing 
for  10GB  and  20GB  disks  are 
$159.95  and  $199.95  respect¬ 
ively.  For  more  information, 
visit  www.iomega.com  or 
call  888  446-6342. 

Tiny  Qwerty 

Office  product  maker  Fellowes 
has  announced  the  release  of  its 
PDA  Pocket  Keyboard  for  Palm 
and  Handspring  handhelds.  The 
tiny  keyboard  is  small  and  light 
enough  to  fit  in  a  shirt  pocket. 

It  quickly  attaches  to  let  users 
enter  text  without  the  hassles  of 
handwriting  recognition  or  hunt- 
and-peck  typing  on  an  onscreen 
keyboard.  A  retractable  support 
arm  holds  the  PDA  at  a  proper 
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Mobilize  your  email.  Fuel  your  business. 


Listen  to  email  anywhere,  anytime  - 

with  Informio  SpeedMail. 

Email  keeps  your  business  moving  full  speed 
ahead.  But  mobile  access  to  email  isn't  always 
easy  -  especially  when  your  people  are  miles 
away  from  a  laptop  or  network  connection. 

Enter  Informio™  SpeedMail™  for  Lotus  Domino 
and  Microsoft  Exchange  -  the  secure,  reliable, 
scalable  way  to  connect  your  mobile  workforce 
to  your  enterprise  information. 

With  SpeedMail,  you  can  hear,  compose, 
send,  forward,  browse,  and  reply  to  email  - 
anywhere,  anytime.  All  by  phone,  using  simple 
voice  or  touch-tone  commands.  So  everyone 
in  your  organization  has  instant  audio  access 
to  the  data  they  need  to  be  more  informed, 
more  productive,  and  more  responsive. 

For  an  audio  demonstration,  go  to 
www.informio.com/demo/acio.asp. 

Or  for  more  information,  call  1-888-565-4234. 
Experience  the  ease,  convenience,  and 
power  of  Informio  SpeedMail.  And  fuel 
the  success  of  your  business. 
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Synchrologic  offers  a  server-based  iMobile 
suite  that  enables  wireless  or  wired  syn¬ 
chronization  between  enterprise  systems 
and  mobile  devices.  Aether  Systems  focuses 
primarily  on  wireless  access  and  synchro¬ 
nization  with  enterprise  systems,  and  Pylon 
Pro,  from  Hayward,  Calif.-based  AvantGo, 
lets  individuals  synchronize  their  Palm  data 
with  Lotus  Notes,  including  custom-built 
enterprise  databases. 

Real-Life  Syncers 

Despite  the  arrival  of  the  necessary  tools, 
most  companies  still  don’t  provide  highly 
integrated,  enterprisewide  data  synchro¬ 
nization.  A  Mobile  Insights  survey  found 
that  less  than  20  percent  of  PDA  owners 
use  their  handheld  devices  to  tap  directly 
into  centralized  data  resources.  Most  sim¬ 
ply  connect  using  occasional  “docking 
synchronization"  that  happens  about  once 
a  day,  and  they  do  it  primarily  to  retrieve 
basic  information,  such  as  addresses  and 
phone  numbers. 

There  are  some  pioneers,  however. 
Domino’s  Pizza,  for  example,  has  a  staff 
of  quality  control  auditors  who  visit  fran¬ 
chises  across  the  country  to  do  audits  and 
surveys.  Before  the  auditors  go  out  to  the 
field  they  synchronize  with  corporate  sys¬ 
tems  and  load  Palm  Vs  with  surveys  and 


they’re  more  productive,”  Monteith  says. 
“It  will  also  make  sure  that  our  data  is 
more  accurate.”  And,  he  notes,  store  man¬ 
agers  will  buy  in  to  the  process  more  eas¬ 
ily  if  they  can  see  and  sign  the  survey  onsite. 

Data  synchronization  is  also  vital  in 
sales-force  automation.  Todd  Christy,  man¬ 
aging  director  of  consulting  for  Pyxis  Con¬ 
sulting,  a  technology  consulting  company  to 
the  financial  services  industry  in  Wellesley, 
Mass.,  says  the  push  is  to  go  beyond  per¬ 
sonal  information  management-type  con¬ 
tent  (names,  addresses  and  phone  numbers) 
and  to  synchronize  enterprise  data — specif¬ 
ically  sales  data,  performance  reports  and 
client  prospecting  information. 

Pyxis  built  a  synchronization  system  for 
a  large  mutual  funds  company  that  lets  the 
sales  force  receive  a  subset  of  the  sales  and 
marketing  system  on  their  Palm  devices. 
When  someone  syncs  his  Palm  with  a 
remote  server,  only  his  sales  information, 
contact  information  and  targeted  news  are 
sent  back  to  him — other  people’s  informa¬ 
tion  stays  on  the  server,  and  the  updated 
information  on  his  Palm  is  sent  to  the  server 
as  well.  The  salesperson  can  then  use  the 
synced  data  on  a  sales  call  and  synchronize 
back  to  the  enterprise  system  after  the  call. 

Christy  offers  advice  for  any  company 
looking  to  set  up  an  enterprisewide  syn- 


Despite  the  arrival  of  the  necessary 
tools,  most  companies  still  don’t  provide 


enterprisewide  dat 

information  about  each  franchise  they’ll 
visit,  says  CIO  Tim  Monteith.  After  the 
survey,  the  store  manager  can  sign  the  find¬ 
ings  right  on  the  Palm.  Wireless  technol¬ 
ogy  then  transports  the  data  directly  back 
to  the  enterprise  system.  And  data  can 
flow  both  ways  so  that  the  auditor  can 
find  out  when  his  schedule  of  site  visits 
has  changed,  for  example. 

“The  win  for  us  will  be  that  it  will  allow 
auditors  to  visit  more  stores  each  week,  so 


synchronization. 

chronization  system:  “The  number-one  suc¬ 
cess  factor  is  scope  control.  We  put  together 
a  very  simple  set  of  needs  and  business 
requirements  and  stuck  to  them  tightly.” 
That  means,  Christy  says,  forgoing  some 
things  that  can  be  incorporated  later — for 
example,  synchronization  in  both  directions 
and  starting  out  with  wireless  sync. 

Analysts  International,  an  IT  consult¬ 
ing  group  in  Minneapolis,  is  also  using 
synchronization  for  its  sales  force.  The 


viewing  angle  while  the  user 
types.  The  unit  carries  a  list 
price  of  $39.99.  The  tiny  key¬ 
board  is  small  and  light  enough 
(about  3  inches  by  4  inches  and  a 
half  inch  thick)  to  fit  in  a  shirt 
pocket.  For  more  information, 
visit  www.fellowes.com  or  call 
800  945-4545. 

Mini  Drive-r 

JMTek  has  unveiled  its  line  of 
ultraportable,  flash-memory, 

USB  storage  devices.  The  Flash 
USBDrive  is  about  the  size  of  a 
disposable  lighter  and  directly 
connects  the  USB  port  on  any 
computer  running  Windows  98, 
ME,  2000  or  MacOS.  Once  con¬ 
nected,  the  device  acts  as  a 
standard  hard  drive.  A  write- 
protection  switch  prevents  acci¬ 
dental  data  deletion,  and  data 
can  be  stored  safely  for  as  long 
as  10  years.  The  device  reads 
data  at  up  to  800Kbps  and 
writes  data  at  500Kbps.  The 
USBDrive  is  available  in  sizes 
ranging  from  16MB  ($59)  to 
512MB  ($899).  A  1GB  unit  was 
slated  for  release  this  past 
August.  For  more  information, 
visit  www.usbdrive.com  or  call 
253  952-7000. 
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IN  SEARCH  OF  SOFTWARE,  THE  VISITORS  FROM  A  PARALLEL  UNIVERSE  HAD  UNCOVERED  AN  AWESOME  POWER... 

LOTUS  for  COLLABORATIVE  COMMERCE 

Log  Entry,  Day  33:  People  here  interact  seamlessly  online  with  customers,  suppliers  and  co-workers, 

\  using  Lotus  Collaborative  Commerce  solutions.  Also,  Lotus  Domino/WebSphere®  solutions  bring  collaboration  and 
commerce  together,  letting  people  spot  and  react  to  opportunities,  fast.  See  webcast  at  lotus.com/visitcommerce 


business  software 


IT’S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE 


-  Emerging  Technology 


company  has  outfitted  salespeople  with 
Palms  that  they  synchronize  with  a  Lotus 
Notes  CRM  database  using  Pylon  Pro. 
Before  salespeople  leave  the  office,  they 
sync  with  Notes  to  retrieve  the  most  cur¬ 
rent  customer  information.  After  the  call, 
the  syncing  updates  the  central  database 
with  any  new  information.  The  key  to 
any  synchronization  plan  isn’t  a  technical 
one — it’s  based  on  business  needs,  says 
Joanne  Bocci,  managing  director  for  mo¬ 
bile  and  wireless  practice  for  Analysts 
International.  “The  biggest  key  isn’t  the 
tools,  it’s  formulating  a  strategy  that  is 
driven  by  business  considerations — how 
to  provide  better  customer  service  with 
better  productivity  and  a  positive  return 
on  investment.” 

Where  It’s  All  Heading 

Those  are  isolated  stories;  that  kind  of 
enterprise  synchronization  rarely  happens 
today.  But  the  business  benefits  seem  so 
compelling  that  such  corporate  connec¬ 
tions  are  clearly  the  wave  of  the  future. 
And  CIOs  are  already  looking  ahead. 

Domino’s  Monteith  sees  the  day  when 
a  delivery  person  arrives  at  your  door 
with  a  hot  pizza  and  a  handheld  device 
that  can  give  the  driver  directions,  accept 
and  verify  credit  cards  on  the  spot,  and 
deliver  customer  information  back  to  the 
office — in  other  words,  always-accessible 
data  synchronization. 

Palm’s  Grillo  says  that  in  the  next  few 
years,  handheld  devices  will  be  able  to 
hold  a  gigabyte  or  more  of  data  and  that 
high-speed  wireless  connectivity  will  be¬ 
come  the  norm.  Small  devices  will  be  able 
to  hold  reams  of  enterprise  data,  and  syn¬ 
chronization  will  become  a  background 
task — from  the  moment  the  device  is 
turned  on,  it  will  continually  synchronize 
with  corporate  systems,  he  says. 

Mobile  Insight’s  Scanned  agrees.  “All 
the  interim  solutions  you  see  today  will  go 
away.  As  we  move  to  always-on  wireless 
synchronization,  all  devices  will  continu¬ 
ally  update  each  other,  with  content  and 
applications  constantly  being  shuttled 


back  and  forth,”  he  says.  “You’ll  be  able 
to  roam  as  well,  so  that  if  you’re  in  an 
802.11  wireless  network  in  an  airport  and 
you  leave  that  bubble  of  connectivity, 
you’ll  automatically  hook  back  up  via  cel¬ 
lular.  That’s  the  goal,  anyway.” 

How  long  it  will  take  to  happen,  though, 
is  anyone’s  guess.  Until  then,  CIOs  will 


have  to  wrestle  with  the  day-to-day  reali¬ 
ties  of  building  their  own  bridges  among 
these  islands  of  information.  ■ 


Preston  Gralla  is  a  freelance  writer,  columnist  for 
the  Dallas  Morning  News  and  author  of  20  books, 
including  How  the  Internet  Works  and  How 
Wireless  Works. 


PREDICTIONS 

Bluetooth 

Big  Splash  for  Bluetooth 

BLUETOOTH  STUMBLED  out  of  the  gate.  But  the  short-range  wireless  technology,  which 
provides  a  cable-free  way  to  connect  devices,  is  destined  for  a  surge  to  the  front  of  the  pack 
by  2005,  according  to  a  recent  report  by  Scottsdale,  Ariz.-based  Cahner’s  In-Stat  Group. 

A  Bluetooth-ready  PDA,  for  example,  could  automatically  identify  when  it  was  close  to  a 
Bluetooth-enabled  PC  and  immediately  start  synchronization.  Printers,  scanners  and  other 
peripherals  could  also  connect  without  cables,  eliminating  the  rats’  nest  of  wires  that  ensnare 
so  many  desktops.  But  while  the  technology  was  announced  with  much  fanfare  and  support 
from  the  likes  of  IBM,  Intel  and  Microsoft,  actual  products  have  been  few  and  far  between. 

Cahner’s  expects  that  situation  to  change  rapidly,  however,  as  products  are  finally 
coming  to  market.  Bluetooth-enabled  services  have  also  begun  to  appear  in  hotels, 
shopping  malls,  golf  courses  and  airports.  And  Bluetooth  software  development  is 
beginning  to  show  signs  of  life. 

Given  these  changes,  Cahner’s  predicts  that  the  Bluetooth  market  will  grow  from  near 
negligible  in  2000  to  more  than  955  million  units  in  2005.  The  report  also  predicts  that 
adapters  and  cards  intended  to  make  existing  systems  Bluetooth-ready  will  dominate  the 
early  market,  quickly  followed  by  embedded  systems  that  will  come  standard  with  many 
PCs,  devices  and  peripherals.  -Christopher  Lindquist 


142  CIO  SEPTEMBER  15,  2001 


www.cio.com 


THE  VISITORS  FROM  A  PARALLEL  UNIVERSE  SOUGHT  DATA  INTEGRITY  OF  THE  HIGHEST  ORDER. 


TIVOLI  for  STORAGE  MANAGEMENT 

|  SOFTWARE  OF  CHOICE  ON  OVER  ONE  MILLION  SYSTEMS  WORLDWIDE  | 


business  software 


tivoli.com/store 


IT’S  A  DIFFERENT  KIND  of  WORLD. 

YOU  NEED  A  DIFFERENT  KIND  of  SOFTWARE. 


..  i 

i 

■  *  *  , 

i 

.  •  i .  . 

.  ■  ••  ;  i  ■  • . 

■  K. 


.. 


REVISIT 
IP  telephony 


Call  of  the  Internet 


Voice  over  IP  technology  may  finally  get  off  hold  by  fred  hapgood 


Keys  Onscreen 

MountFocus  Information  Systems 

has  announced  the  availability  of 
MountFocus  Keyboard  Designer 
Version  2.1.  The  software  product 
lets  developers  create  customized 
virtual  keyboards  for  integration 
into  any  Windows  application.  The 
product  can  be  used  to  produce 
any  application  that  could  benefit 
from  a  customized  onscreen  key¬ 
board.  Pricing  begins  at  $97, 
which  includes  a  10-user  run-time 
license.  For  more  information, 
visit  www.virtual-keyboard.com 
or  call  253  399-4600. 

Easy  Writer 

Seiko  Instruments  USA  has 

released  the  second  generation  of 
its  SmartPad  PDA  input  device. 
The  SmartPad2  contains  a  holder 
for  a  PDA  (units  from  HandEra, 
Handspring,  IBM,  Palm  and  Sony 
are  supported),  a  standard  paper 
notepad,  an  adjustable  infrared 
connector  and  a  "tap-type”  key¬ 
board.  Anything  written  on  the 
notepad,  such  as  images  or 
handwriting,  is  sent  directly  to 
the  PDA  for  easy  transfer  to  a 
desktop  or  laptop  PC.  The  large 
integrated  keyboard  also  makes 
for  faster  text  entry  than  using 
the  PDA's  onscreen  virtual  key¬ 
board.  The  SmartPad2  has  a  list 
price  of  $199.  For  more  informa¬ 
tion,  visit  www.seikosmart.com 
or  call  310  517-7050. 


WHEN  INTERNET  telephony  first  broke 
into  public  view  in  early  1995,  it  looked  like 
a  classic  disruptive  technology — an  inven¬ 
tion  that  would  leave  the  mighty  sprawled 
in  the  dust  while  exalting  the  small  and  fleet. 
The  story  was  especially  dramatic  because 
some  true  Goliaths — the  traditional  telecom 
carriers — occupied  ground  zero. 

For  all  its  trillion-dollar  heft,  the  tele¬ 
com  sector  seemed  vulnerable  because 
the  price  difference  between  the  two 
types  of  telephony  was  obvious.  A  call — 
even  an  international  one — cost  noth¬ 
ing  if  it  was  made  via  a  flat-rate  ISP  sub¬ 
scription  that  had  been  bought  for  other 
purposes,  while  a  conventional  call  from 
the  United  States  to  Berlin  or  Hong 
Kong  could  easily  run  more  than  $100. 
Granted,  the  quality  of  IP  telephony  at 


the  time  was  not  high,  but  both  cellular 
phones  and  speakerphones  degraded 
quality  too,  and  people  had  adjusted  to 
those  aural  shortcomings. 

Journalists  writing  at  the  time  saw  no 
apparent  end  to  the  destruction.  Long¬ 
distance  companies  would  lose  their  toll 
charges.  Governments  would  lose  the  sur¬ 
charges  set  aside  to  support  universal  serv¬ 
ice.  In  addition,  packetized  voice  integrates 
easily  with  digital  services  such  as  call  dis¬ 
tribution  lists  and  interactive  voice  response. 
That  means  Internet  telephony  competed 
not  just  with  conventional  voice  calls  but 
also  with  the  telco’s  ISDN  offerings.  All  in 
all,  the  technology  looked  as  if  it  was  about 
to  do  major  damage  to  the  status  quo. 

During  the  few  years  following,  how¬ 
ever,  these  stories  turned  out  to  be  over- 


new 
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wrought.  Carriers  dramatically  lowered 
the  costs  of  national  and  international 
long-distance  calls.  And  the  quality  issues 
with  Internet  telephony  turned  out  to  be 
harder  to  tolerate  than  expected.  While  a 
real  Internet  telephony  sector  has  taken 
root  (according  to  TeleGeography,  a  Wash¬ 
ington,  D.C.-based  research  group,  Inter¬ 
net  telephony  calls  accounted  for  1.6  per¬ 
cent  of  1999  cross-border  voice  minutes), 
it  is  clearly  not  about  to  push  AT&T,  MCI 
and  their  ilk  into  the  grave. 

But  things  continue  to  change.  The 
quality  problems  of  what  came  to  be 
called  voice  over  IP  (VoIP)  telephony  dis¬ 
appear  when  voice  packets  travel  through 
fast,  well-managed  networks.  Accordingly, 
VoIP  development  has  shifted  from  pro¬ 
viding  consumers  with  cheap  calls  over 
the  public  Internet  to  routing  enterprise 
calls  through  LANs.  There  are  several 
arguments  for  integrating  voice  and  data. 
Communications  comes  under  a  single 
point  of  management.  An  all-IP  environ¬ 
ment  makes  it  easier  to  scale  old  services 
and  introduce  new  ones,  such  as  user 
authentication  or  more  sophisticated  in¬ 
teractive  voice  response.  Convergence  is 
inevitable,  so  you  might  as  well  start  the 
assimilation  process  now.  During  the  past 
few  years,  a  long  list  of  VoIP-based  pro¬ 
ducts  have  mined  that  reasoning,  resulting 
in  software-based  PBXs  and  Web-inte¬ 
grated  calling  centers  to  unified  communi¬ 
cation  systems  that  combine  voice,  e-mail, 
fax  and  more.  “The  concept  is  to  make 
voice  just  another  network  application,” 
says  Greg  Ness,  director  of  marketing 
communications  at  Shoreline  Communi¬ 
cations  in  Sunnyvale,  Calif.,  a  vendor  of 
VoIP  products. 

According  to  Ness,  these  products  are 
especially  appealing  where  telecom  man¬ 
agement  costs  are  high,  such  as  systems 
with  a  complex  infrastructure  (like  that  of 
a  globally  distributed  services  company)  or 
that  have  to  deal  with  highly  volatile  traffic 
loads,  such  as  seasonal  calls  at  travel  agen¬ 
cies.  For  the  moment,  however,  legacy  sys¬ 
tems  still  seem  to  rule  the  market.  “At  this 
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point,  I  am  not  seeing  any  major  increase 
in  requests  for  VoIP  projects  or  resources,” 
says  Raj  Ganesan,  a  manager  at  KPMG 
Consulting  in  Radnor,  Pa. 

If  VoIP  is  not  quite  there  yet,  perhaps 
it’s  because  it  has  not  yet  managed  to 
live  down  the  reputation  it  acquired  in 
its  early  years,  when  voice  packets  trav¬ 
eled  over  the  public  Internet  and  suf¬ 
fered  from  the  experience.  Enterprises 
need  to  feel  a  high  level  of  confidence 
before  ripping  up  a  vital  function  like 
telecommunications.  What  the  technol¬ 
ogy  needs  is  a  big  bet  by  a  high-profile 
buyer  or  vendor,  someone  with  a  known 
commitment  to  call  quality  and  a  repu¬ 
tation  to  risk. 

Someone,  in  short,  much  like  a  tele¬ 
com  carrier.  Beginning  in  early  2000, 
Global  Knowledge,  a  major  IT  education 
company  in  Cary,  N.C.,  noticed  that  its 
VoIP  courses  were  beginning  to  fill  up 
with  carrier  personnel.  “We’re  seeing 
sales  engineers,  systems  engineers,  net¬ 
work  operating  people,”  reports  David 
Mantica,  a  director  at  that  company.  He 
says  carrier  managers  tell  him  that  they 
see  their  future  in  terms  of  sales  of  IP- 
related  services  and  are  thinking  that 
VoIP  might  represent  the  most  economi¬ 
cal  delivery  platform  for  those  services. 
Oliver  Hersent,  CEO  of  NetCentrex,  a 
VoIP  platform  vendor  based  in  Paris, 
adds  that  new  entrants  see  VoIP  as  a  way 
of  competing  economically  with  incum¬ 
bents  and  incumbents  see  the  same  tech¬ 
nology  as  a  cheap  way  of  acquiring  the 
capacity  needed  to  handle  a  world  of 
always-on  phone  connections. 

Thus,  carriers  may  be  saved  by  the 
very  technology  that  was  supposed  to  kill 
them,  while  packet-based  telephony  may 
end  up  being  legitimized  by  the  same 
companies  it  was  supposed  to  bury.  If  any 
story  could  make  futurists  humble,  this 
one  should.  Not  that  it  actually  will,  of 
course,  but  it  should.  ■ 


Do  you  have  a  topic  you’d  like  us  to  revisit?  Send 
it  to  et@cio.com. 


Technology 


Plenty  of  Cache 

MTI  Technology  has  announced 
the  release  of  its  MTI  V-Cache 
Application  Accelerator  high- 
performance  file  caching  product. 
The  system  utilizes  solid-state 
storage  to  provide  high-speed 
access  to  frequently  accessed 
applications  and  data  across  a 
network  without  requiring  addi¬ 
tional  servers  or  network  band¬ 
width  upgrades.  It  is  designed  to 
work  in  mixed  Unix  and  Windows 
NT/2000  environments.  The 
product  includes  Fibre  Channel 
connections  and  comes  in  capaci¬ 
ties  ranging  from  4GB  to  hundreds 
of  gigabytes.  Pricing  begins  at 
$70,000.  For  more  information, 
visit  www.mti.com  or  call 
800  999-9684. 
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HELPS  YOU  BUILD  A  WORLD  YOU  CAN  RELY  ON. 


cP  Being  the  best  in  your  business,  you’ve  already 
got  enough  excitement  without  surprises  from  your 
information  systems.  So  Fujitsu  Technology  Solutions 
has  designed  robust  open  systems  solutions  that  you  can 
trust.  Our  enterprise-class  PRIMEPOWER,  Solaris'" 
SPARC™compliant,  Web-enabling  servers  and  storage 
systems  deliver  industry-leading  flexibility,  resilience, 
reliability,  and  availability.  As  well  as  the  peace  of  mind 


that  comes  from  a  low  total  cost  of  ownership.  Our  data 
center  perspective  shows  in  the  quality  of  our  products 
and  solutions.  With  innovative  architecture,  hot-swap 
components,  and  built-in  SANs,  you’ll  feel  totally  at 
ease.  Our  powerful  servers  and  storage  systems  are 
the  engine  that  can  power  today's  e-business  boom. 
Count  on  it.  Enjoy  the  advantages.  And  learn  to  trust. 


FUJITSU 

THE  POSSIBILITIES  ARE  INFINITE 


FUJITSU  TECHNOLOGY  SULUTIUNS 
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PRIMEPOWER  is  a  registered  trademark  of  Fujitsu  Limited.  Solaris  is  a  trademark  of  Sun  Microsystems,  Inc.  SPARC  is  a 
registered  trademark  of  SPARC  International,  Inc.  Products  bearing  the  SPARC  trademark  are  based  on  an  Architecture 
developed  by  Sun  Microsystems,  Inc.  ©  2000  Fujitsu  Technology  Solutions,  Inc.  All  rights  reserved. 
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PUNDITS 
Glover  Ferguson 


CIOs  Need  to  Get  with 
the  (Future)  Program 


New  technologies  will  provide  increasing  opportunities — 
if  managers  pay  attention 


LIKE  A  DISNEY  animation — where  the 
broom  speaks  to  the  dustpan  and  the  teapot 
talks  to  the  teacup — we  are  approaching  a 
world  where  objects  will  routinely  converse 
with  each  other  and  with  us.  Combining 
computing,  communications  and  content, 
these  intelligent  objects  will  drag  us  into  an 
environment  where  everything  is  always  on, 
always  aware  and  always  acting  as  a  chan¬ 
nel  of  service. 

Consider  the  following  examples. 

Smart  or  radio  frequency  identification 
(RFID)  tags  will  give  a  printer  the  ability  to 
recognize  when  it  is  out  of  ink  and  allow 
it  to  order  new  cartridges  as  needed. 

On  an  emergency  room  medical  cart, 
supplies  will  be  restocked  in  real-time 
effortlessly.  As  items  are  pulled  from  the 
cart,  the  health  insurer  will  automatically 
receive  notification,  allowing  the  hospital 
to  bill  the  patient  accordingly. 

Companies  will  have  new  ways  to  track 
inventory  more  efficiently.  Warehouses,  for 
instance,  will  be  able  to  identify  each  spe¬ 
cially  tagged  can  of  soup  (“Seven  ounces 
of  chicken  noodle  soup,  packed  in  the 
Kansas  City  plant  on  May  23,  2001,  at 
3:51  p.m.  by  machine  number  399910”). 

A  utility  company  will  be  able  to  price 
energy  based  on  temperature,  time  of  day 
and  total  demand.  This  will  encourage 
consumers  to  shift  loads  to  balance  over¬ 
all  needs  and  conserve  energy. 

Additionally,  what  Accenture  calls  ubiq¬ 
uitous  computing — or  uCommerce — will 
enable  lifestyle-altering  applications  that 
will  allow  for  new  modes  of  commerce. 
Wireless  devices  will  not  only  enable  the 


kinds  of  transactions  we  make  today  from 
the  phone  or  desktop,  but  they  will  also 
provide  for  social  and  economic  interac¬ 
tions  that  we  cannot  imagine. 

We  will  receive  information  that  will 
make  us  smart  and  save  us  time — without 
our  having  to  ask.  It  might  be  flight  and 
gate  information  as  we  enter  the  airport 
or  it  might  be  relevant  breaking  news  as 
we  enter  an  important  meeting. 

At  the  enterprise  level,  IT  will  continue 
its  push  from  the  back  office  to  the  cold 


face  of  the  market.  Technology  will  no 
longer  just  count  widgets,  it  will  play  an 
integral  role  in  every  product  or  service 
offered  by  the  enterprise.  And  IT  will  no 
longer  be  responsible  for  merely  paying  the 
employees;  it  will  become  their  central 
artery  of  vital  information. 

For  CIOs,  all  these  changes  mean  that 
you  cannot  afford  to  await  the  design  of 
new  products  and  services  or  the  ground- 
swell  absorption  of  tools  for  enabling  em¬ 
ployees.  Instead,  you  and  the  enterprise  are 
best  served  if  you  lead  the  hunt.  In  truth, 
you  have  little  choice.  You  will  have  to  free 
up  sufficient  mind-share  to  fight  for  the 

Technology  will 
no  longer  just 
count  widgets, 
it  will  play  an 
integral  role  in 
every  product 
or  service  offered 
by  the  enterprise. 


future  as  well  as  the  present.  You  will  need 
to  play  an  active  leadership  role  in  formu¬ 
lating  change  or  face  the  likelihood  of 
being  left  behind. 

It  will  be  up  to  you  to  become  familiar 
with  the  technologies  that  exist  today  and 
those  that  appear  on  the  horizon.  As  the 
CIO,  you  will  need  to  take  your  seat  at 
the  executive  table  when  it  comes  to  dis¬ 
cussions  regarding  the  ramifications  of 
these  new  technologies. 

After  all,  who  else  in  the  company  can 
the  CEO  expect  to  be  fully  cognizant  of 
the  new  technologies  and  the  opportunities 
they  present?  WPi 


Glover  Ferguson  is  chief  scientist  at  management 
and  technology  consultancy  Accenture. 
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With  innovation  constantly  changing 
the  rules  of  the  game,  flawless  IT 
implementation  isn’t  enough.  Having  the 
vision  to  set  the  strategy  that  will  drive 
the  business  is  what  defines  true  end-to-end 
IT.  With  more  CMM  Level  5  facilities  than 
any  other  company  in  the  world,  flawless 
implementation  hy  TCS  is  a  given. 
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But  strategy  is  where  the  game  begins. 


And  we  play  to  win 
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Let’s  Get 
Organized! 


When  it  comes  to  deploying  the  IT  troops— especially 
when  your  field  of  engagement  is  a  global  one— old 
models  of  command  and  control  don’t  work 


BY  ANONYMOUS 

DURING  A  BOARD  DINNER  a  while  back,  I  managed  to  get  myself 
trapped  in  a  predictably  overheated  argument  about  the  best 
method  for  managing  projects  and  organizing  IT  departments. 
One  of  the  other  board  members  (also  a  CIO)  and  I  decided 
to  entertain  the  rest  of  the  committee  by  pointing  out  the  vari¬ 
ous  and  fatal  flaws  in  each  other’s  approach. 

Why  Don’t  I  Stick  with  Football? 

There  are  some  topics  you  just  don’t  discuss  in  polite  company, 
especially  these  days.  You  know  the  list:  politics,  religion,  most 
social  issues  and  of  course,  any  point  of  view  that  is  liable  to 
cause  listeners  to  scurry  for  their  respective  corners  and  glare 


at  one  another.  That’s  why  it’s  never  a  good  idea  to  sit  down 
at  a  cocktail  party.  Everybody  is  interesting  for  five  minutes, 
but  after  that,  the  conversational  pickin’s  for  us  introverts  get 
pretty  thin  and  it’s  time  to  stroll  to  a  different  part  of  the  room. 
Experience  with  things  like  vendors,  consultants,  hardware  or 
recruiting  tends  to  be  pretty  much  the  same,  so  finding  common 
ground  is  easy.  However,  on  the  continuum  of  social  missteps, 
expressing  a  point  of  view  (no  matter  what  it  is)  concerning 
organizational  and  executional  strategies  and  tactics  falls  some- 
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Digex  and  WorldCom  combine  innovation  and  global  resources. 


We've  just  created  an  unstoppable  force:  Your  e-Business. 


Great  news  for  your  e-Business.  Digex  and  WorldCom,  leaders  in  mission-critical  Web  and  application  hosting, 
have  joined  forces.  We  have  united  to  enhance  the  performance  of  your  mission-critical  Web  operation  by 
providing  comprehensive  managed  Web  hosting  now  with  global  Internet  and  data  services.  Our  data  centers  around  the  world  allow 
you  to  easily  scale  your  business  to  meet  new  market  demand — no  matter  where  you  are.  You'll  also  have  the  assurance  of  two  industry 
leaders  working  together  24/7  to  keep  your  site  secure  and  running  at  peak  performance.  It's  an  alliance  that  makes  your  e-Business 
more  powerful  than  ever.  For  more  information  visit  www.digex.com/wcom  and  www.worldcom.com  or  call  1-800-455-2968  ext.  675. 


WORLDCOM „ 

and 


Where  managed  hosting  began. 
Where  managed  hosting  is  going. 


©2001  Digex,  Inc.  All  trademarks,  trade  names  and  service  marks  mentioned  and/or  used  belong  to  their  respective  owners.  All  rights  reserved. 
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where  between  redipping  your  half-eaten  corn  chip  in  the  salsa 
bowl  and  shooting  the  Cheez  Whiz  directly  into  your  mouth. 

Now  stand  back  and  watch  as  I  try  not  to  shoot  any  cheese 
up  my  nose. 

As  I  see  it,  IT  organization  charts  and  project  execution 
ought  to  be  less  about  managing  IT  and  more  about  manag¬ 
ing  users  and  the  needs  of  the  company.  A  good  CIO  has  to 
overcome  her  natural  tendency  to  want  to  mix  it  up  in  the 
trenches  and  must  be  careful  not  to  overcontrol  a  department, 


especially  a  big  one.  An  effective  CIO  stands  far  enough  back 
to  observe  what  is  going  on,  calibrate  and  refine.  Get  the  strat¬ 
egy  right,  the  saying  goes,  and  any  middle  manager  can  work 
out  the  tactics  best  suited  for  the  situation. 

If  you  don’t  agree,  it  may  be  because  you’re  a  control  nut. 


tivize  and  manage  IT  centrally,  to  pass  down  tactics  such  as 
five-year  plans  like  some  kind  of  politburo  and  to  allocate 
resources  based  primarily  on  grand  strategies  instead  of  local 
needs  (local  as  in  where  the  customer  lives). 

Centralizing  IT  is  a  “teamwork  is  a  lot  of  people  doing  what 
I  say”  approach  to  managing  resources  and  priorities,  and  it  has 
brought  all  kinds  of  problems.  The  distrust  and  frustration  of 
users  in  the  field  who  are  too  far  removed  to  participate  in  or 
even  understand  how  or  why  development  and  support  deci¬ 
sions  are  being  made  will,  in  the  end,  derail  the  best 
laid  strategic  plans  and  intentions.  Pushing  IT  de¬ 
partments  too  far  from  the  action  probably  means 
you’re  not  using  your  company’s  most  creative, 
capable  talent  to  address  the  short-term  needs  of 
your  green-money  customers.  A  big  mistake. 
Furthermore,  nameless,  faceless  IT  people  in  far-off  places  make 
for  ready-made  villains  and  highly  useful  scapegoats  when 
things  don’t  go  as  planned.  For  IT  folks,  this  remoteness  and  the 
sense  of  being  only  a  small  part  of  a  very  big  project  plays  hell 
with  morale,  workmanship,  productivity  and  innovation. 


IT  organization  charts  ought  to  be  less  about 
IT  and  more  about  the  needs  of  the  company. 


Running  the  War  from  Headquarters 

I  haven’t  changed  companies  as  often  as  some  of  the  CIOs  I 
know,  but  in  the  arc  of  my  narrowing  career,  I  left  three  CIO 
positions:  once  for  a  division  transfer,  once  for  greener  pas¬ 
tures  and  once  for  my  own  sanity.  In  each  case  I  walked  into  a 
department  populated  by  competent,  hardworking  people  who 
had,  for  related  reasons,  lost  the  confidence  and  support  of  the 
company  they  serviced.  All  three  of  these  organizations  had  in 
common  an  inadequate  or  misallocated  budget,  all  were  beset 
by  covert  and  competing  IT  organizations  in  the  field,  and  all 
were  centrally  (and  exclusively)  managed  from  headquarters. 

I’ve  had  CIOs  tell  me  they  found  the  process  of  chang¬ 
ing  companies  tough  but  very  exciting.  I  found  changing 
companies  more  distracting  than  exciting,  and  the  process  of 
orientation  boring  and  frustrating  in  the  extreme.  The  first 

few  months  of  each  new  job  was 
a  series  of  “Why  would  we  be  do¬ 
ing  that?”  revelations  and  weirdly 
intimate  conversations  with  subor¬ 
dinates  and  peers  about  what  a 
jerk  the  last  CIO  was  and  how 
they  were  counting  on  me  to  set  things  right.  There  is  no 
doubt  in  my  mind  that  the  same  conversations  were  hap¬ 
pening  at  the  companies  I’d  just  left. 

As  I  went  about  the  business  of  assessing  what  had  been  going 
on  in  each  of  these  departments,  it  was  clear  that  my  predeces¬ 
sors  were  doing  far  more  things  right  than  wrong,  and  even 
the  wrong  things  were  pretty  inconsequential,  except  for  one. 
The  mistake,  I  came  to  believe,  was  their  decision  to  collec- 
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Winning  the  Battle  in  the  Field 

Please,  don’t  interrupt;  I  know  what  you’re  thinking.  Yes,  there 
are  plenty  of  successful  organizations  out  there  that  are  man¬ 
aging  that  way.  It  is  true  that  in  the  hands  of  an  exceptionally 
skilled  CIO,  operating  within  a  highly  autocratic  headquarters 
structure  and  servicing  a  mature  business  in  a  mature  industry, 
a  highly  centralized  structure  works  well  enough.  And  a  Yugo 
will  get  you  to  work  in  the  morning. 

Centrally  managed  IT  organizations  are  a  holdover  from  (or 
retreat  to)  a  far  less  user-centric  and,  frankly,  far  easier  time  when 
all  the  processing  power  in  a  company  resided  in  the  data  cen¬ 
ter  and  the  devices  on  desks  were  as  dumb  as  a  sack  of  rocks. 
The  day  we  moved  processing  capacity  out  of  our  direct  con¬ 
trol,  we  were  duty-bound  to  move  with  it,  to  help  our  users 
exploit  that  capability  or  suffer  the  consequences  (which  some  of 
us  have).  Centralizing  IT  in  this  era  of  distributed  capabilities  is 
a  mistake  justified  by,  among  other  things,  the  unsubstantiated 
notion  that  it  is  less  expensive.  The  pressure  to  recentralize  func¬ 
tions  in  this  slow  economy  as  a  means  to  eliminate  redundancy 
is  absolute  nonsense,  at  least  in  the  case  of  IT,  because  for  every 
dollar  saved,  $2  will  be  spent  (secretly)  in  uncoordinated,  non¬ 
standard,  unsupportable  IT  efforts  in  the  field. 

Slap  a  handkerchief  on  my  head  and  call  me  Gumby,  I  sim¬ 
ply  couldn’t  figure  out  how  to  make  a  centralized  model  work. 
And  I  didn’t  just  decentralize  the  new  organizations.  To  one 
extent  or  another,  I  broke  the  department  into  pieces  and  gave 
them  away,  budget  and  all,  to  the  division  and  department  heads 
they  were  servicing.  Each  of  the  new,  smaller,  faster  departments 
were  led  by  what  amounted  to  a  junior  CIO  who  reported  on 
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Opinion 


CIO  Confidential 


a  solid-line  basis  to  the  department  head  and  (here’s  the  impor¬ 
tant  part)  also  on  a  solid  line  to  me.  The  department  head  and 
his  team  were  responsible  for  chartering  projects,  establishing 
priorities  and  levels  of  investment,  and  overseeing  functional 
requirements  and  implementation — the  “what”  of  the  systems 
development  and  support  process.  I,  on  the  other  hand,  owned 


the  “how” — how  it  would  be  developed,  using  which  tools  and 
which  standards,  and  how  it  would  integrate  with  other  systems. 

Making  it  work  requires  that  you  reengineer  the  systems  archi¬ 
tecture  to  mimic  the  Internet:  standardize  the  presentation  with 
a  Web  browser,  build  applications  on  local  servers,  and  central¬ 
ize  the  database  design  and  management  on  universal  data  servers 
to  ensure  compliance  with  standards  and  uniformity  of  results. 
That  takes  us  a  half-step  toward  a  long-predicted  environment 
where  users  write  the  applications  and  we  manage  the  platforms. 

Eventually,  secret  IT  teams  (skunk  works  that  appear  when 
central  IT  is  unresponsive)  were  absorbed  into  departmental  IT 
teams,  development  cycles  got  shorter,  morale  went  up,  and  solu¬ 
tions  got  more  focused  and  timely.  At  one  of  the  companies  I  left. 


the  changes  I  made  lasted  only  as  long  as  I  did.  Slap  a  seed  cap  on 
his  head  and  call  him  Bubba,  the  CIO  that  replaced  me  simply 
couldn’t  figure  out  how  to  make  a  decentralized  model  work. 

The  fundamental  things  apply  (as  time  goes  by).  Even  if 
the  pros  and  cons  of  the  centralized  versus  decentralized 
approaches  added  up  to  a  draw,  the  tiebreaker  must,  in  the 
end,  be  systems  users  and  green-money 
customers.  It  seems  intuitively  obvious 
to  me  that  the  closer  and  more  directly 
IT  people  interact  with  end  users 
and  customers,  the  better  the  results. 
Filtering  design  requirements  through 
“subject-matter  experts,”  or  whatever  they’re  being  called 
these  days,  with  their  associate  biases  and  yield  loss  of  infor¬ 
mation  quality,  is  a  waste  of  money  and  time. 

If  a  decentralized  approach  (giving  power  away  to  the  users) 
can  be  said  to  be  harder  to  manage — and  I  think  it  is — it  must 
then  follow  that  CIOs  choose  to  manage  centrally  in  order  to 
make  it  easier  on  IT. 

Is  that  why  we’re  here? 

Well,  is  it?  BE] 


Care  to  disagree?  Then  get  out  those  poison  pens  and  write  to  Anonymous 
at  confidential@cio.com.  Anonymous  has  been  a  CIO  at  household-name 
companies  for  more  than  a  dozen  years. 


The  closer  and  more  directly  IT  people  interact  with 
end  users  and  customers,  the  better  the  results. 
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Look  for  These  Articles  in  Future  Issues 


Sidestepping  the 
Software  Trap 

From  Nike  to  Fox  Meyer  Drug  to  the 
Denver  Airport,  too  many  enterprises 
have  been  burned  by  buggy  software. 
Many  CIOs  have  kept  quiet  about  the 
problems  they’ve  had  with  bad  software 
because  of  nondisclosure  agreements  or 
for  fear  of  retribution  from  their  vendors. 
And  to  make  matters  worse,  there’s  the 
proposal  of  a  state  law  known  as  the 
Uniform  Computer  Information  Trans¬ 
actions  Act  (UCITA),  which  protects 
vendors  from  lawsuits  brought  on  by 
customers.  We’ll  show  you  what  you  can 
do  to  put  pressure  on  the  industry  to  pro¬ 
duce  better  quality  products. 


How  to  Manage 
Your  E-Mail 

E-mail  isn’t  sexy,  but  it  has  become 
mission-critical.  And  today’s  corpo¬ 
rate  reliance  on  e-mail  creates  a  un¬ 
ique  set  of  management  issues,  such 
as  archiving,  spam,  personal  use  by 
employees  and  security.  This  article 
will  spell  out  the  key  issues  and  help 
CIOs  identify  best  practices  in  e-mail 
management. 

Cultural  Clash 

Although  the  dotcom  craze  has  van¬ 
ished,  the  culture  has  not.  Dotcom  IT 
workers  are  coming  to — or  coming 
back  to — more  conventional  blue-chip 


companies,  and  they’re  bringing  their 
expectations  with  them.  We  examine 
how  their  new  ways  of  working  are 
permeating  old-line  companies. 

Wising  Up  About 
Wireless 

Companies  have  completed  their  first 
wireless  projects,  extending  e-mail  to 
Palms  or  making  their  websites  view¬ 
able  on  cell  phones.  Soon  they  will 
realize  that  they  have  wasted  their 
money.  This  article  will  explain  why 
any  wireless  rollout  that  has  a  real 
business  impact  will  cost  millions  of 
dollars  and  take  months  and  maybe 
years  to  do.  And  it  can’t  happen  with¬ 
out  a  robust,  scalable  architecture. 
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IT  Is  Not  a  Game  of  Chance 
Achieving  E-Business  Success 
The  Secret  of  CRM 


Start  with 
Strategy 


BY  ROD  TRAVERS 


I'VE  BEEN  IN  the  technology  arena  for  about  17  years.  In  that  time, 
I’ve  seen  innumerable  technology  success  stories,  but  I  have 
also  witnessed  and  experienced  technology  failures  firsthand. 
One  of  the  most  baffling  things  I  see  is  the  detrimental  cycle  of 
adopting  technology  without  a  strategy  and  without  formally 
identifying  and  validating  business  requirements.  Such 
requirements  must  be  customer-focused  whether  the  customer 
is  internal,  external  or  both.  The  positive  effect  on  the  cus¬ 
tomer  and  other  collateral  benefits  must  also  be  plainly  quan¬ 
tifiable.  Surprisingly,  such  basic  justifications  are  missing  from 
many  technology  initiatives.  Worse,  when  a  particular  tech¬ 
nology  is  adopted  that  doesn’t  live  up  to  its  potential,  it  gets 
cast  aside  in  favor  of  the  next  savior  technology — and  the 
cycle  continues.  This  is  like  playing  technology  bingo.  If 
by  chance  all  the  technologies  finally  align,  someone  yells 
bingo!  and  declares  success. 

It  doesn’t  have  to  be  that  way.  Effectively  adopting  any 
technology  should  not  be  a  random  activity.  In  the  many 
engagements  that  involve  helping  clients  select,  implement 
and  optimize  technology,  one  thing  is  certain:  There  is  no 


magic  wand  for  achieving  success.  You  can,  however,  miti¬ 
gate  much  of  the  risk  and  maximize  the  benefits  by  using  some 
fundamentals. 


Steps  to  Success 

The  first  step  is  the  most  basic:  Align  your  technology  strat¬ 
egy  with  your  business  strategy.  If  you  don’t  have  both,  stop 
and  address  those  critical  strategic  issues  before  you  do  any¬ 
thing  else. 

Then,  it’s  necessary  to  take  stock  by  looking  at  your  previ¬ 
ous  technology  implementations.  Which  ones  went  well  and 
why?  Which  ones  crashed  and  burned,  and  why? 

Next,  find  out  the  practical  capabilities  and  limitations  of 
the  technology  you  are  considering;  its  specifications  may 
be  one  thing,  but  its  real-world  applications  may  be  some¬ 
thing  less. 
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Opinion 


Re: 


Once  you  know  the  capabilities  of  the  technology,  it’s  nec¬ 
essary  to  understand  and  quantify  the  effect  the  technology  will 
have  on  your  business  processes.  What  will  improve  and  by 
how  much?  What  must  change  (processes,  systems  integra- 


On  a  related  note,  it  helps  to  establish  a  revision  frame¬ 
work  before  the  system  goes  live.  Even  exhaustive  testing  won’t 
uncover  every  exceptional  scenario,  so  be  prepared  to  main¬ 
stream  minor  tweaks  in  near  real-time. 


A  technology’s  specifications  may 
be  one  thing,  but  its  real-world 
applications  may  be  something  less. 

tion  issues,  regulatory  matters,  even  facilities  considerations)  as 
a  result  of  implementing  the  technology?  Who  will  design  and 
implement  those  changes? 

Develop  a  solid  implementation  plan  with  granular  account¬ 
ability.  Both  the  technology  owners  and  the  business  owners 
should  have  responsibility  for  incremental  and  overall  successes. 


Continuous  Improvements 

After  implementation,  continuously  measure  and  report  the 
effectiveness  of  the  technology.  If  it  isn’t  delivering  on  its  prom¬ 
ise,  drill  down  and  find  out  why.  Even  subtle  changes  after 
implementation  can  make  a  big  difference. 

Implementing  technology  successfully  is  never  just  about 
technology.  The  effective  integration  of  people,  processes 
and  technology  will  result  in  a  measurable  and  sustainable, 
and  thus  successful,  implementation.  While  bingo  is  fun,  it’s 
not  a  game  that  should  be  applied  to  technology.  ■ 


Rod  Travers  is  senior  vice  president  of  technology  at  the  Robert  E.  Nolan 
Co.,  a  Dallas-based  management  consultancy  that  serves  the  banking, 
health-care  and  insurance  industries. 


E-Business 

Survival 

BY  JEREMY  BURTON 

TO  MAKE  IT  in  today’s  e-business  economy,  companies  must  adopt  a 
new  model.  It’s  not  just  about  adjusting  the  business  plan  or  set¬ 
ting  up  a  Web  store,  because  the  fundamental  rules  have 
changed.  Companies  need  to  deploy  a  new  means  of  attack  to 
compete  and  win  in  the  e-business  economy. 

Don’t  Think  Department.  Think  Company. 

Assuming  you  know  everything  about  your  customer  is  a  mis¬ 
take.  Most  companies  still  house  their  customer  information  in 
separate  silos.  By  default,  this  data  is  not  exchanged  across  sep¬ 
arate  lines  of  business — from  marketing,  sales  and  customer 
service  to  accounts  payable,  HR,  manufacturing  and  other  back- 
office  operations.  To  promote  the  idea  of  a  single  customer  view 
and  gain  a  three-dimensional,  enterprisewide  understanding  of 
their  customers,  companies  need  to  get  beyond  the  confines  of 
siloed  departments.  Marketing,  sales  and  customer  service 
departments  must  work  as  a  team.  After  all,  customer  service  has 
a  significant  relationship  with  customers.  Wouldn’t  it  be  ideal  if 


sales  was  privy  to  the  information  collected  by  the  customer  serv¬ 
ice  department?  Otherwise,  a  potential  sale  could  be  thwarted  by 
an  existing  service  problem  that  is  not  properly  addressed. 

While  businesses  may  have  a  history  of  customer  transactions, 
that  is  not  enough.  To  truly  understand  their  customers, 
businesses  need  to  see  the  whole  customer  picture,  including 
feedback,  problems  and  purchasing  patterns.  Only  when  com¬ 
panies  see  the  whole  picture  can  they  build  one-on-one  rela¬ 
tionships  with  their  customers.  Then,  customer  service  can  be 
leveraged  to  sell,  up-sell  and  cross-sell  when  based  on  trust  and 
personal  relationships.  The  better  a  company  serves  its  cus¬ 
tomers,  the  more  trust  it  garners.  The  end  result:  Better  rela¬ 
tionships  mean  better  sales. 

Providing  personalized  service  is  key  to  finding  and  retain¬ 
ing  those  customers  who  will  make  your  e-business  efforts 
successful. 

With  a  complete  view  of  their  customers,  businesses  can 
also  add  value  to  promotions,  share  knowledge  and  build 
communities. 

Don’t  Think  Strategy.  Think  Tactics. 

Strategy  setting  shouldn’t  be  a  process  that  takes  many  months 
and  many  minds.  To  stay  ahead  of  the  changing  market,  the 
customers  and  the  competition,  companies  need  to  spend  less 
time  planning  the  overall  strategy  and  more  time  executing,  test¬ 
ing  and  evaluating  a  marketing  campaign.  Companies  should 
strive  to  easily  change  the  course  of  any  campaign  based  on  cus¬ 
tomer  feedback.  The  Web  is  one  tool  for  doing  so. 
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Opinion 


In  this  model,  companies  will  realize  that  failure  is  an  option, 
and  that’s  not  a  bad  thing.  Failure  becomes  an  opportunity  to 
gather  data  and  feedback,  and  further  evolve  tactics. 

Don’t  Think  Web-Only.  Think  Web  in  Addition. 

The  Web  is  important,  but  strategy  can’t  be  Web-only. 
Companies  need  to  be  everywhere  customers  buy.  After  all,  the 
competition  offers  many  choices  and  venues.  As  a  result,  com¬ 
panies  need  to  integrate  and  synchronize  all  their  channels, 


including  the  phone,  Web,  fax,  stores  and  so  forth.  Every  touch 
point  must  also  provide  a  consistent  level  of  service. 

The  new  e-business  economy  does  offer  tremendous  advan¬ 
tages  for  those  companies  that  are  able  to  rethink  their  tradi¬ 
tional  business  methods.  Those  that  revamp  will  enjoy  e-business 
success.  Those  that  don’t  won’t  be  around  tomorrow.  ■ 


Jeremy  Burton  is  senior  vice  president  of  worldwide  marketing  at  Oracle 
in  Redwood  Shores,  Calif. 


TheR 
in  CRM 

BY  BRIAN  MULCONREY 

I’M  SORRY  SIR,  we  have  no  record  of  your  order.  You’ll  have  to  call 
our  sales  department  and  have  them  call  us  so  that  we  can 
process  your  request.”  That  apology  comes  from  a  conversa¬ 
tion  I  had  the  other  day  with  a  Southwestern  Bell  service 
representative.  I  had  already  received  my  new  phone,  but  the 
company  didn’t  have  a  record  of  the  order,  so  the  service  rep 
couldn’t  process  my  request. 

When  I  hung  up,  Southwestern  Bell  effectively  lost  all  mem¬ 
ory  of  this  interaction  except  for  a  few  disjointed  call  notes 
and  perhaps  a  call  recording — for  training  purposes — that’s 
unlikely  to  reach  those  who  need  to  hear  it  most.  But  instead 
of  calling  the  sales  department — after  all,  I  didn’t  really  have 
to  call  them — my  wife  and  I  went  out  for  the  evening.  We  went 
to  see  the  movie  Memento,  the  story  of  Leonard,  a  man  who 
has  lost  the  ability  to  form  new  long-term  memories.  Fifteen 
minutes  after  meeting  people  for  the  first  time,  he  loses  all  mem¬ 
ory  of  them  except  for  a  ragged  collection  of  notes  and 
photographs,  which  he  often  has  a  lot  of  trouble  interpreting. 

Customer  Connections 

My  wife  and  I  did  not  enjoy  the  movie.  But  thanks  to  South¬ 
western  Bell,  I  couldn’t  forget  it.  There  was  a  nagging  connection 
between  my  phone  conversation  with  the  service  rep  and 
the  movie’s  main  character.  Memento  wasn’t  entertaining 
because  I  never  felt  a  connection  with  the  characters.  To  help 
me  share  the  experience  of  the  inability  to  create  new  memories, 
the  film  presents  the  story  in  reverse  order,  beginning  with  the 


last  scene  and  ending  with  the  opening  scene. 

The  result:  I  struggle  right  along  with  Leonard  to  make  sense 
out  of  the  experience  of  meeting  someone  whom  he  has  met 
many  times  before.  I  carefully  read  his  notes  and  studied  his 
photographs.  But  it  wasn’t  enough.  The  interactions  between 
Leonard  and  the  other  characters  in  the  movie  aren’t  relation¬ 
ships  because  they  have  no  shared  story. 

From  this  vantage  point,  I  picked  up  a  new  insight  in  my 
15-year  struggle  with  the  challenges  of  implementing  effective 
CRM  systems.  The  Southwestern  Bell  service  experience  illus¬ 
trates  why  companies  are  motivated  to  invest  in  CRM.  But 
the  movie  Memento  vividly  shows  how  creating  relationships 
is  about  a  whole  lot  more  than  compiling  lists  of  related  infor¬ 
mation — no  matter  how  many  millions  of  dollars  you  might 
spend  in  the  process. 

More  Than  Memories 

Your  data  may  be  information  with  respect  to  transactions 
and  events,  but  that  doesn’t  go  far  enough.  Relationships 
demand  that  we  arrange  experiences  in  patterns  that  tell  a  story 
about  our  shared  past  and  suggest  a  positive  road  into  the 
future.  These  patterns  aren’t  just  something  that  can  be  done 
with  CRM;  these  pat¬ 
terns  are  the  heart  of  the 
customer  relationship. 

Companies  that  think 
implementing  CRM  sys¬ 
tems  will  solve  their  serv¬ 
ice  woes  are  likely  to  be 
disappointed.  Creating  relationships  means  investing  in  soft¬ 
ware  and  highly  customized  service  initiatives  that  transform 
isolated  memories  into  a  shared  story  that  links  you  and  your 
customer.  Without  the  context  provided  by  these  shared  sto¬ 
ries,  you’ll  have  trouble  finding  any  R  in  your  CRM — or  in 
your  ROI.  BE] 


Brian  Mulconrey  is  a  CRM  consultant  based  in  Austin,  Texas. 
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When  your  business  is  online,  unseen  threats  can  be  devastating.  Not  only  do  you  need  the  right  solutions  to  put  out  the  fires,  you  need  the  right 
e-security  to  prevent  them  in  the  first  place.  Our  RSA  Web  Security  Portfolio  offers  an  unmatched  breadth  of  powerful  security  solutions.  Options  that  include 
authentication,  encryption  and  PKI  can  be  combined  and  customized  to  fit  your  specific  security  needs.  To  learn  more  about  our  Web  Security  Solutions,  and 
receive  your  free  copy  of  A  Guide  to  Determining  Return  on  Investment  fore-Security,  call  1-800-495-1095  or  visit  www.rsasecurity.com/go/fire. 


RSA  ■■■■■■ 

SECURITY™  The  Most  Trusted  Name  in  e-Security.™ 

RSA  Security,  "The  Most  Trusted  Name  in  e-Security”  and  the  RSA  Secured  logo  are  trademarks  of  RSA  Security  Inc.  ©2001  RSA  Security  Inc.  All  rights  reserved. 

•  -  v  . •  w  ’i& 


Opinion 


From  the  Publisher 

gbeach@cio.com 


Power  to 

the  CIOs 

CIOs  CLAIM  THEIR  MOST  IMPORTANT  GOAL  is  to  align  business 
and  technology  strategies.  During  the  last  18  months,  how¬ 
ever,  CIOs  have  allowed  business  strategy  to  subsume  technol¬ 
ogy  strategy.  And  it’s  gotten  to  the  point  where  CIOs  are  putting 
the  very  existence  of  their  lofty  positions  in  peril. 

It  wasn’t  that  long  ago  when  CIOs  were  aggressively  building 
out  expansive  infrastructures  to  link  employees,  partners  and 
customers.  Then  the  economy  crashed  and  many  CIOs — in  an 
effort  to  improve  lagging  corporate  profits — kowtowed  to  cor¬ 
porate  edicts  that  curtailed  technology  investments. 

Initially,  this  Hippocratic-inspired  tech  strategy  did  no  sig¬ 
nificant  competitive  harm  because  most  businesses  in  America 
were  acting  and  spending  as  if  they  were  slated  to  go  out  of  busi¬ 
ness  within  12  months.  And  some  will. 

But  other  companies  will  grow  because  they  are  already 
emerging  from  the  technology-spending  doldrums.  Recent  find¬ 
ings  from  the  monthly  CIO  magazine  Tech  Poll  done  in  part¬ 
nership  with  Edward  Yardeni,  chief  investment  strategist  at 
Deutsche  Banc  Alex. Brown,  point  to  CIOs  in  the  retail  and 
business  services  industries  now  planning  robust  double-digit 
spending  increases  in  the  next  year.  The  spending  plans  of  CIOs 


in  the  financial  and  health-care  sectors  are  not  far  behind. 

As  a  CIO,  do  you  strongly  believe  information  technology 
products  and  services  are  your  company’s  key  competitive 
advantage?  If  you  answer  no,  then  get  another  job.  If  you 
answer  yes,  then  now  is  the  time  to  stand  up  and  pull  your 
tech  spending  plans  out  of  the  trash. 

For  years,  IT  was  a  cost  to  be  contained  or  cut  by  the  finance 
or  operations  staff.  Until  the  recent  economic  funk,  IT  had 
migrated  to  investment  status  where  build-outs  of  elaborate 
electronic  webs  were  slated  to  increase  sales,  lower  costs  and 
improve  productivity.  CIOs  became  boardroom  heroes.  Some 
even  became  CEOs. 

Since  last  fall,  however,  CIOs  have  ceded  too  much  power 
back  to  CFOs.  It’s  time  to  take  that  power  back.  To  do  so,  CIOs 
need  to  put  on  their  sales  shoes  and  reconvince  their  boardroom 
colleagues  that  the  future  existence  of  their  company  rests  on  the 
shoulders  of  smart  technology  strategies. 

If  your  pleas  fall  on  deaf  ears  or  are  drowned  out  by  the  green 
shades,  resign  your  post  and  move  on  to  another  company  that 
truly  believes  in  the  power  of  technology  to  produce  sustained 
competitive  advantage. 
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Michael  Cohen  responded  to  the  “Faces  of  COMDEX" 
call  for  entries.  We  appreciate  his  permission  to  use 
his  self-portrait  and  statement 
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Time  Piece 


Tools  that  Ruled 


IF  YOU  ATTENDED  school  between  the 
1950s  and  the  1970s,  you  must  remember 
those  moments  when  the  teacher  distrib¬ 
uted  copies  of  tests  or  work  sheets.  Where 
I  grew  up  we  called  such  copies  “dittos.” 
Churned  out  by  a  mimeograph,  fresh 
dittos  were  damp  and  limp  with  a  heady 
gluelike  aroma  and  distinct  purplish  ink. 

Thomas  Edison  is  credited  with  invent¬ 
ing  the  first  mimeograph  copying  system. 
But  the  true  precursor  of  the  technology  I 
knew  in  grade  school  (and  that  businesses 
used  for  much  of  the  20th  century)  came 
from  Alfred  Blake  Dick.  Dick,  whose 
company  licensed  Edison’s  technology, 
invented  the  mimeo  stencil  and  marketed 
the  first  commercial  mimeograph  in  1887. 
Once  text  is  cut  (or  typed)  into  the  stencil, 
the  stencil  is  wrapped  and  fastened  around 


a  cylinder.  Rotating  the  cylinder  forces  ink 
through  the  stencil  and  onto  individual 
sheets  of  paper  served  up  from  a  tray. 

Kathleen  Roberts  of  Raynham,  Mass., 
used  the  gamut  of  copying  technology 
during  her  47-year  teaching  career,  from 
carbon  paper  in  1937  to  a  hand-cranked 
mimeograph  by  the  1950s,  to  a  stain-  and 
odor-free  copier  when  she  retired  in  1982. 
Pouring  ink  into  the  mimeograph  “was 
like  taking  a  bath,”  Roberts  recalls.  But 
the  machine  was  a  real  time-saver,  so 


If  this  whiff  of  the  past  stirs  other  technology  mem¬ 
ories,  e-mail  Opinion  Editor  Megan  Santosus  at 
santosus@cio.com. 


purple  hands  were  just  part  of  the  job. 

The  advent  of  inexpensive  copiers  killed 
the  mimeograph.  That’s  too  bad.  While 
photocopies,  webpages  and  e-mail  are 
efficient  ways  to  distribute  learning  materi¬ 
als,  I  doubt  they’ll  prove  as  evocative  of 
childhood  as  the  lowly  mimeograph  and 
its  pungent  dittos.  HE] 
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Pick  the  wrong  app  server  and  your 
Web  services  will  still  have  impact. 

Just  not  the  kind  you  were  hoping  for. 


iPlanet 


When  choosing  an  app  server  to  deliver  your  Web 
services,  the  decision  is  more  than  critical.  But  with 
the  iPlanet™  Application  Server  driving  your  business,  your  Web  services 
will  always  make  a  great  impression.  The  iPlanet  Application  Server 
is  the  engine  behind  Sun™  ONE  (Open  Net  Environment),  the  open 
software  architecture  fueling  the  innovation  of  tomorrow’s  most  intel¬ 
ligent  Web  services.  And  it’s  built  to  scale — big  time — so  you  can 
handle  almost  any  surge  in  planned  or  unplanned  users  with  grace 
and  aplomb.  In  fact,  it’s  one  of  the  most  robust,  most  comprehensive 
app  servers  on  earth  for  delivering  communication,  collaboration  and 
portal  services.  It’s  also  the  first  app  server  to  achieve  the  rigorous 
J2EE™  certification.  No  wonder  The  Forrester  Group  rated  it  the  #1 
application  server  on  the  market  in  its  TechRankings™  for  May  2001. 


The  iPlanet  Application  Server  integrates  seamlessly  through  your 
legacy  systems,  so  you  can  launch  new  services  quickly.  Can  you 
say  “competitive  advantage"?  And  because  it’s  been  battle-tested  at 
some  of  the  world’s  most  successful  e-businesses,  from  interactive 
news  sites  to  some  of  the  largest  financial  institutions,  you  know  it 
will  deliver  the  goods.  With  those  kinds  of  credentials,  you  don't  have 
to  look  very  hard  before  you  leap  into  smart  Web  services. 

Download  a  free  trial  of  iPlanet’s  Application  Server  Test  Drive  Edition 
today:  www.iplanet.com/download/appserver. 
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PALM 


Capitalizing  on  opportunities  in  mobile  eBusiness  depends  on  successful 
integration  of  wireless  technology  with  existing  infrastructures.  That's  why  CA 
is  proud  to  be  partnering  with  wireless  market  leaders  and  global  professional 
service  providers  to  create  enterprises  without  boundaries.  CA's  security, 
infrastructure,  and  information  management  solutions  are  not  only  industry 
leaders,  they're  also  hardware  and  software  neutral.  So  future  wireless 
initiatives  will  be  limited  by  nothing  but  the  imagination. 
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